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Abstract 
 
This thesis engages in a discussion of the extent to which, the Common Agricultural Policy (CAP) reforms 
have involved a policy shift towards increased support for organic farming, and whether the European 
market can be said to support this sector. Moreover it is assessed, with the reference point in Lithuania, how 
internal factors in this specific country as well as the CAP and the market can be used to achieve the national 
goal of 15 percent certified organic agriculture in 2010.  
 
The most central conclusion regarding the CAP reforms is, that while these have resulted in a reduced 
discrimination of extensive agriculture, organic farms on average still receive fewer direct payments per 
hectare from the 1st pillar of the CAP than comparable conventional farms. In relation to the market, one 
important finding is, that there is no single common and homogenous market for organic food as it is today 
due to differences in the degree of market maturity, but that a (growing) demand in Europe helps to support 
the development of the organic sector. However, both the measures that have become available for extensive 
production systems in the CAP (under the 2nd pillar) and the market depend largely on the priorities of 
national governments and their commitment towards environmental integration.  
 
In the case of Lithuania, the CAP can potentially aid the country in reaching the 15 per cent goal. This will, 
however, require commitment at policy level towards the implementation of strong and well-funded agri-
environmental schemes, which does not seem to be present. Moreover, the country can only achieve the goal, 
if structural barriers are overcome and in relation to the market, if supply can match demand. In addition, an 
export strategy will have to be formulated to enlarge market possibilities, but it is important to first 
concentrate on the development of infrastructure as well as a processing industry.  
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1. Problem Setting 
Organic farming is the most advanced environmentally friendly farming system and has a long tradition in 
Europe. In contrast to other parts of European agriculture, organic farming is a growth sector, now covering 
about four percent of total agricultural land area in the European Union (EU). Some of the benefits of this 
production form are that it can contribute to minimise negative environmental impacts of agricultural 
production and rural development problems. Moreover organic agriculture has the potential to provide high-
quality food while assuring food supply.  
 
Due to conversion problems and market barriers, it has proven difficult to increase the organic production in 
the EU-15 above 5 per cent. However, there could be a great potential for making large areas in the new 
Member States organic, if they succeed in using their competitive advantages. These countries are all very 
different in terms of the structure of their agricultural sectors, but the assumption is that some of them – 
among these Lithuania – could convert to organic agriculture relatively easily, as many farms are still reliant 
on low levels of (fertiliser and pesticide) input. However, in order to make growth possible, several factors 
must form a synthesis. Some of the most central ones are: A continued reformation of the Common 
Agricultural Policy (CAP) towards the integration of environmental concern, a reduction of market barriers, 
and the development of national support and certification systems.  
 
The CAP is a system of financial support for farmers in the EU countries, a central aspect of which is the 
guarantee of minimum prices for part of what they produce. The CAP has historically been linked with the 
intensification of farming in Western Europe, which has led to serious environmental problems, over 
production and subsidy dependency in the region. The criticism of the CAP has led to a number of reforms 
since the early 1990s, which have also been relevant for the organic sector. For example, the Agenda 2000 
reform embodied the principle of decreasing support within the commodity production regimes (1st pillar) 
and the establishment of the Rural Development Regulation (2nd pillar). Agenda 2000 also suggested a 
mechanism for ‘modulation’ and a framework for applying environmental conditions to production related 
direct compensatory payments – ‘cross compliance’ or ‘conditionality’. In addition, the 2003 reform meant a 
shift from some of the coupled direct subsidies to decoupled direct payments. Such decoupling of payments 
should in general be beneficial for the relative competitiveness of extensive farming systems, including 
organic farming. 
 
However, in spite of these “positive” results of the CAP reforms, studies show that organic farmers still on 
average receive approx. 18 per cent fewer direct payments per hectare from the 1st pillar payments than 
comparable conventional farms. Furthermore the current model is still leading to a split between market 
concerns (1st pillar) on the one hand and ecological and rural development (2nd pillar) on the other, with the 
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risk of farms being segregated in a similar way. Moreover, the overall goal of the CAP still applies: to make 
agriculture in the Member States competitive.  
 
This current CAP strategy can potentially have severe implication for the new Member States from Central 
and Eastern Europe (CEE) that joined the EU in May 2004. For these countries, the accession to the EU (and 
the participation in the CAP) will result in agricultural reform, which will potentially cause large intensive 
farms to emerge and thousands of small farmers to quit the profession. Furthermore environmentally friendly 
production such as organic agriculture will remain a niche production, if no (extra) environmental demands 
are formulated, which would be a tragedy considering the potential for organic agriculture in these countries.  
 
The agricultural sector in the CEECs was before 1989 characterised by a process of industrialisation of the 
agricultural sector, which was facilitated through the set-up of huge collective farms and the use of 
fertilisers. The goal of the process was to increase output in the sector considerably, and this was achieved by 
applying large amounts of fertilisers with little or no regard for environmental consequences. The result was 
contaminated surface and ground water, soil erosion and loss of biodiversity. However, during the 1990s the 
region experienced a process of privatisation and an increase in prices of variable agricultural inputs such as 
fertilisers and pesticides as a consequence of the transition to the market economy. As a result, total 
consumption of fertilisers more than halved in CEECs during the first half of the 1990s resulting in a decline 
in the production. More recently, it has tended to increase again, but very slowly. 
  
While the state of the overall physical environment generally has improved as a consequence of the decline 
in the use of agro-chemicals, the situation of biodiversity on farmland itself has remained under pressure 
during the last decade especially due to land abandonment. Furthermore, the small scale and low input 
farming, which presently dominates the sector, is not necessarily the most environmentally friendly form of 
farming. Moreover some accession countries still have some very large farms (factories) that have severe 
negative environmental impacts. While this thesis focus on the environmental aspects of organic agriculture, 
it is our assessment, that organic agriculture would solve many of these problems 
 
However, in order to be able to take advantage of the market situation, certain barriers will have to be 
overcome. The market for organic produce will need good infrastructure to manage supply and demand, and 
generally require sufficient demand by consumers who are prepared to pay the higher costs of these foods. 
Furthermore, greater working capital at the farm level is necessary, and investments in food processing 
industries, slaughterhouses and elsewhere in the food supply chain is another priority to meet EU standards. 
In addition it is essential that the countries wishing to convert learn from the strategies applied in the ‘big’ 
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organic markets such as Denmark, Sweden and Germany. For example, the importance of labelling, retailing 
and consumer information must not be underestimated.  
 
Several sources of finance are available for this process, including SAPARD, multilateral assistance and 
foreign direct investment, already underway in some countries. Furthermore, national options to support the 
environment have become available under Agenda 2000 through the implementation of agri-environmental 
measures and the use of modulation. This means that despite the tendencies of the CAP, there is still a large 
scope for national governments to determine how the EU agricultural subsidies should be used to support 
environmentally friendly agricultural production. This fact is also demonstrated by the large differences 
between the agricultural policies of the current EU Member States.  
 
As noted above, one of the countries that could benefit from a conversion to organic agriculture is Lithuania 
(the case of this thesis), as the country was one of the first ones in the region to prioritise the development of 
agri-environmental programmes and develop strategic guidelines and legislation at government level for the 
transition to organic farming. In 1987 a plan for organic farming was developed for the ecological vulnerable 
Karst region in Northern Lithuania, which during the Soviet period experienced severe pollution of the 
ground water. The organic farming scheme quickly spread to other regions of Lithuania, and the official goal 
now is to reach 15 per cent certified organic farming by 2010 (Lithuanian Ministry of Agriculture, 2003). 
Moreover, the country is already characterised by extensive farming methods, which means that a conversion 
will happen relatively easily. 
 
While there seems to be a political will in Lithuania to support organic agriculture, there is a risk, that the 
commitment will remain rhetorical as a new member of the EU. Therefore, if Lithuania is to maintain a 
positive agri-environmental situation, there is a need for visionary policymaking and further development of 
the organic market.  
This leads to the following question:  
 
To what extent do the CAP reforms and the European market support the development of organic 
agriculture, and in the case of Lithuania, how can these and internal factors be used to achieve the official 
goal of 15 percent certified organic agriculture? 
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1.1. Elaboration of Thesis Question 
Our thesis question include a number of words/terms, which are sought defined below, as a clear 
understanding of the thesis question is essential in relation to the final conclusion.  
 
To what extent:  
This term is used in order to investigate respectively negative and positive elements of the CAP reforms and 
the European market in relation to organic agriculture. To what extent indicates that we are critical towards 
the CAP reforms, and wish to discuss how progressive the European policy makers have been in terms of 
integrating environmental concerns into European agricultural policy, and how the organic sector might 
benefit from the changes made. In this way we seek to avoid just making the chapter on CAP a listing of 
current changes. Regarding the European market to what extent is only used to underline the fact that the 
market alone e.g. consumer demand cannot support the development of the sector as other factors especially 
government policy is of great importance as well.  
 
CAP reforms:  
The 1992, 2000 and 2003 reforms will be the key subject of our analysis, but other measures of importance 
for organic agriculture before 1992 and between the reforms will also be included. Furthermore the 
development of organic action plans is involved as an element of the EU framework, even though they 
cannot be seen as part of the CAP.     
 
European market:  
It is difficult to find an unambiguous definition of the market, but in this thesis the market is the ‘place’, 
where sellers and buyers meet to make their transactions. The geographical demarcation of European market 
is the EU-25 i.e. both old and new Member States (EU-25). 
 
Support:  
When used in connection with the CAP, support means both policy and financial support. Policy support in 
this context includes policies that favour organic agriculture through increased environmental demands to 
agriculture, and financial support are the subsidies/funds given directly or indirectly to organic agriculture.  
In relation to the market, support means the consumer preference for organic products. However, it is 
important to emphasise that the purpose of the analysis is not to determine whether consumer demand is 
sufficient to guarantee a beneficial development in the sector, but rather to examine the central market 
barriers, which are preventing the potential demand being fulfilled. 
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Organic agriculture:  
Organic agriculture is in this thesis defined as a production management system that promotes and enhances 
biodiversity, biological cycles and soil biological activity. It is based on minimal use of off-farm inputs and 
on management practices that restore, maintain and enhance ecological harmony. In this way, organic 
agriculture involves holistic production management systems. The objectives are further explained by the 
Codex Alimentarius, on the basis of contributions from experts from all over the world (see below figure) 
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 The Codex guidelines specifies that an organic production system is designed to: 
 
• “enhance biological diversity within the whole system; 
• increase soil biological activity; 
• maintain long-term soil fertility; 
• recycle wastes of plant and animal origin in order to return nutrients to the land, thus minimising the use of non-
renewable resources; 
• rely on renewable resources in locally organised agricultural systems; 
• promote the healthy use of soil, water and air as well as minimise all forms of pollution thereto that may result 
from agricultural practices; 
• handle agricultural products with emphasis on careful processing methods in order to maintain the organic 
integrity and vital qualities of the product at all stages; 
• become established on any existing farm through a period of conversion, the appropriate length of which is 
determined by site-specific factors such as the history of the land, and type of crops and livestock to be produced”.ource: EC (2001) 
nternal factors: Internal factors include the structure of the agricultural sector in Lithuania, the national 
gri-environmental and organic regulation framework, the development of organic agriculture in Lithuania 
o far and the capacity of Lithuanian institutions. In relation to the market, the most important internal 
actors are the lack of supply and low level of consumer interest in organic products.  
fficial goal of 15 per cent:  
he goal of 15 per cent of Utilized Agricultural Area (UAA) in 2010 is set by the Ministry of Agriculture in 
 2003 report. The goal is also mentioned in the 2001 report made by a number of scientists and experts 
alled ‘Programme for the development of organic agriculture in Lithuania 2002-2010’. While the goal is 
fficial in the way that it is mentioned in several reports, it must be noted that there are no sanctions if the 
oal is not reached within the timeframe. In the context of this thesis, the 15 per cent goal should only be 
een as an approximation of what is achievable in the country, and we do not aim to answer how this specific 
oal should be reached. What we seek to discover is the overall potential for creating an organic sector, 
hich exceeds “niche status” and ways in which the country can make use these potentials. 
xplanation of other terms used in the thesis 
ome words in the thesis are used interchangeably. These include: 
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Farming/ agriculture  
Organic/ ecological (ecological is the term used for organic agriculture in Lithuania) 
CEECs/ accession countries/ New Member States 
 
1.2. The Target Group 
At the start of the writing process, the target group for this thesis was meant to be relevant officials in the 
ministries of environment, agriculture and health in Lithuania. However, as the thesis has taken a turn to 
involve more issues (an extended CAP chapter) as well as an organic market overview, the target group now 
also includes students and teachers at university level wishing to obtain more information on these issues as 
well as professionals within the research world. In addition other people with general interest in subject 
matters such as organic agriculture and sector integration will benefit from reading our thesis.  
 
 10
1.3. Method 
This chapter will look at the issues, which we are researching, why we are researching exactly this problem, 
and how we conduct our research. This is done by explaining the working process that has led to the above 
question and the central choices in this context. Furthermore, this chapter will account for underlying 
assumptions and boundaries for our research will be accounted for.  
 
1.3.1. Our process 
Our initial interest when starting out was the possibility for a conversion to environmental friendly or organic 
agriculture, surfacing after the abandonment of the intensive collective production form in the CEECs 
(Central and Eastern European Countries) and the accession to the EU. The underlying assumption is that the 
implementation of the CAP in the CEECs upon accession to the EU will directly or indirectly lead to a re-
intensification of their agricultural sectors. The result of this will be increased environmental problems, as 
seen in Western Europe, if agri-environmental programmes are not a major priority. Another assumption is 
that organic production will remain a niche production, if there is not sufficient CAP support or market 
demand. 
 
In order to find out how realistic the opportunity for conversion to organic agriculture is, and which factors 
should be considered in the process, we decided to make a “case study” on Lithuania. The reason why we 
initially became interested in Lithuania was readings on the karst area in Northern Lithuania. Because of the 
geology, the region is very environmentally sensitive, and environmentally friendly agriculture was 
promoted already in the 80s. In relation to organic agriculture, this production system was initiated in 1993 
to provide protection for the ground water. We therefore thought that this region could serve as a kind of role 
model for the rest of the country. Our first thesis question was therefore: “How can the karst region serve as 
a model for nationwide organic agriculture in Lithuania, and what is the influence of the CAP on the 
development of the sector in the country?” 
 
When we conducted our interviews in Lithuania, we discovered, however, that the organic schemes for the 
karst region from the outset had been considered to become nationwide, and that the karst region no longer 
played a significant role in the development of organic agriculture, as organic agriculture was now spread all 
over the country. Furthermore we discovered the massive impact of the CAP in the agricultural policy 
planning process, as national strategies for the agricultural sector and the environment were strongly 
influenced by EU priorities. This meant that we began to look in more detail into the CAP reforms to find out 
whether they were as progressive as promised by the European policy makers, whom announced the 2003 
reform as a “breakthrough for sustainable development” (Fischler 16.10 2003). We also changed our thesis 
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question to: “What are the barriers and possibilities in relation to a conversion into certified organic 
agriculture in Lithuania, and to what extent can EU CAP funds be targeted at increasing the organic 
agricultural production in the country?”  
 
The intention with this question was to determine exactly which measures should be implemented in 
Lithuania to promote the organic production (such as increased support for education of both farmers and 
policy makers and more Rural Development Funds (RDP) funds devoted to the sector). Problems arose, 
however, as we received a document from Lithuania accounting for all relevant measures in relation to an 
increased conversion in the country, which made part of the planned analysis unnecessary.  
 
Furthermore, (in relation to the second part of our question) we realized through an interview with a leading 
Danish organic producer and continuous reading that the market plays just as an essential role as the CAP 
and that barriers in the markets need to be overcome to ensure growth in the organic sector in both new and 
old Member states. This “discovery” meant that we while we decided to keep our main focus on the CAP 
reforms, we also wanted to examine the market for organic produce at the European level. On the basis on 
these findings, our present thesis question now is: “To what extent do the CAP reforms and the European 
market support the development of organic agriculture, and in the case of Lithuania, how can these and 
internal factors be used to make the country a leader on the market for organic agricultural produce”?  
 
The amendment of the thesis question means that the focal point of our analysis is now the CAP reforms and 
the possibilities for organic agriculture in this context. However, acknowledging the importance of 
overcoming market barriers and the central role of national governments priorities in the conversion process, 
we also examine these issues. It is especially in relation to the latter factor that Lithuania is drawn in, as it is 
very individual for each country, which national strengths/advantages should be utilized to promote organic 
agriculture. This is mainly due to the differences in the structure and the regulation of the agricultural sector 
in each country. While we acknowledge that we attempt to cover a broad range of issues (at several levels), 
this is a deliberate decision from our side, as an analysis only covering one level – the institutional level for 
example – would not show the complexity at play. This decision means, however, that not all issues can be 
covered in detail. Below chapter will describe the levels of analysis further. 
 
In the following we will shortly account for the boundaries for the analysis that have been set through the 
working process and the reasons for choosing Lithuania and organic agriculture.  
 
 12
1.3.2. Why Lithuania 
In principle the analysis of the impact of external as well as internal factors on the development of an organic 
sector could have been carried out in any new Member State. However, as noted in the problem setting, 
Lithuania was chosen due the expected progressiveness of the country in relation to the support for organic 
agriculture. Furthermore, the country is characterised by extensive farming, which makes a conversion 
easier. Moreover, Lithuania is a small country with a homogeneous agricultural structure contrary to for 
example Poland, where huge differences between the northern and southern regions exist.  
 
As it is very individual for each Member State, which strategy should be implemented to increase the share 
of organic agriculture of UAA, the study of Lithuania should not be seen as a classic case study where the 
case builds a basis for valid inferences and a number of generalizations are made. Instead the analysis of 
Lithuania should be used to underline the fact that national government policy and priority are of great 
relevance in relation to the development of an organic sector.  
 
1.3.3. Why organic agriculture 
It has been a deliberate decision to choose ‘organic agriculture’ as the focal point of our analysis rather than 
‘sustainable agriculture’ or ‘Integrated Production’. In general sustainable agriculture integrates three main 
goals - environmental health, economic profitability, and social equity. These aspects are generally not 
quantifiable, and there are no exact requirements, that can help define and weight the three elements of the 
notion. In this way, economic considerations can under certain circumstances become more important than 
environmental concerns. Furthermore some agricultural productions - such as the big piggeries in Denmark 
can be defined as relatively environmentally sustainable, because they have low emission levels due to their 
implementation of technological solutions to environmental problems.  
 
Sustainability is an integral part of Integrated agricultural Production (IP), as this production form aims to 
balance production with economic and environmental considerations by means of a combination of 
measures. IP therefore differs from conventional agriculture, which is based solely on optimising classic 
production methods. Integrated production also differs from organic farming because it does not abandon all 
classic methods, when they have proved their ability to achieve satisfactory yields. For instance, when it is 
logical to apply a chemical fertiliser, it is applied, and if a biological method can replace a classic technique, 
then the change is made. In this way, IP tries to combine the best off all ‘worlds’, but similarly to the 
principle of “sustainability”, there are no strict requirements, that farmers have to comply, which is also a 
problem in terms of marketing the products. Moreover, IP does not radically change the conventional 
agricultural production systems, which are still characterised by low levels of animal welfare and continued 
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expantion and intensification of the production in order to maximise profits (as well as the linear production 
system).  
 
While we acknowledge that several forms of agricultural production methods will always co-exist (such as 
conventional, IP and other forms of production), we argue that organic agriculture should be the most 
dominant one. In this way the purpose of the analysis is not to determine, whether there should be an organic 
agricultural production or not, but to show the possibilities (and barriers) that exist in the transition period. 
Furthermore we think that organic agriculture in the long term should be seen as the norm (all over Europe) 
rather than a niche production, as it is the case today.  
 
Our assumption is that organic agriculture is necessary in order to avoid serious environmental problems 
such as ground water pollution as well as eutrophication. We will not question this in the project. 
Furthermore, organic agriculture can be more clearly defined compared to sustainable agriculture and takes 
its reference point in environmental protection. Moreover, organic agriculture is the most advanced and best 
developed approach to environmentally friendly farming, and certifications bodies provide well-defined 
norms for organic agriculture in relation to certification. 
 
While our focus is mainly on the possibilities for environmental improvements, that organic agriculture 
embeds, we acknowledge that this argument is of less importance in Lithuania, where the health dimension is 
more central in terms of marketing the products. The Lithuanians believe that organic food products have a 
higher nutritional value and are of a better quality than conventional products, and organic products are 
therefore seen as being ‘the healthier choice’. For this reason many people are prepared to pay the higher 
price fore these products. However, while we are aware of the fact that improvements in the environmental 
situation and improvements in health standards do not always correlate, we are of the opinion, that the two 
dimensions are to some extent linked. Therefore, we do not find that this issue will not be a problem in terms 
of the analysing possibilities for organic agriculture in the country.   
 
1.3.4. Other Boundaries for the Analysis 
Usually a “real” market analysis would examine the demand and the supply side as well as market barriers 
into more detail, but due to time constraints, some issues of particular interest will be analysed. Similarly, we 
will not go into the discussion about the extent to which the CAP has been contributory to an unwanted 
intensification of European conventional farming, but the underlying assumption of the thesis is that the CAP 
has at the least instigated intensification. Furthermore, we do not examine the possible positive socio-
economic impact of organic agriculture on rural development.  
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 1.4. Project Design 
The question asked in this thesis can be divided into tree sub-questions. In order to operationalize these 
questions, we have formulated a number of working questions under each sub-question:  
 
1) To what extent do the CAP reforms support the development of organic agriculture? 
a) What are the main changes of the three reforms (1992, 2000, 2003) in relation to the integration of 
environmental concerns and the support for organic agriculture? 
b) What are the implications of the reforms in regards to the new Member States?  
 
2) To what extent does the European market support the development of organic agriculture? 
a) What are the differences and similarities between the European countries in relation to the organic 
area and market? 
b) What are the factors of importance for the development of an organic sector in relation to the 
market?  
 
3) How can the CAP and the market as well as internal factors be used in Lithuania to reach the goal 
of 15 percent organic production by 2010? 
a) To what extent does the present situation provide a sound foundation for an extended organic 
production? (Does the structural situation, the regulation framework and the institutional 
environment support it?) 
b) To what extent has agri-environmental policy implementation been a priority for the ministries 
involved? 
c) What are the main problems in relation to the development of the market – (how) can they be 
overcome? 
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1.5. The levels of analysis 
As it can be seen from the above question, our analysis is multi-levelled, as it both deals with the national 
and European agricultural policy as well as the market. All elements are interrelated (as shown in below 
figure) and to some extent interdependent. In a theoretical framework the interrelation between the three 
factors can be explained by so-called push and pull strategies.  
EU Common Agricultural
Policy
Market for organic 
products
National policy priorities
 
National action plans for organic agriculture contain elements of push and pull strategies, corresponding to 
strategies aimed at the supply side and the demand side. Push strategies are aimed at enlarging production by 
providing better circumstances for organic farmers. The strategy builds on the assumption that an increased 
production will find a demand. Traditionally, push strategies have been initiated for two reasons in relation 
to organic agriculture. First and foremost they can be seen in connection with a political will to protect the 
environment or to change the agricultural structure for health safety reasons. Secondly they can be initiated 
to support a promising sector that has high investment cost, in the case of organic farming due to a long 
conversion period. In the latter case support is typically only giving in the conversion period, while the 
support given for environmental reasons tend to be given also for the maintenance of organic agriculture 
(Hamm et al, 2002).  
 
Pull strategies can be divided into an active and a passive strategy. The passive strategy is to await consumer 
demand to make a pull on suppliers, who in turn makes a pull on farmers to produce the organic products 
that the consumers demands. This is not a strategy in its true sense, since it is dependent on external factors, 
such as food scandals in the conventional production or in the case of Lithuania await that foreign consumers 
will make a pull on their farmers. An active pull strategy will try to increase demand by communicating the 
basic principles and values of organic agriculture to consumers. This can be done through advertising, sales 
promotions and public relations campaigns (Hamm et al, 2002). An important way to communicate these 
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virtues is through the development of a labelling system that can be trusted and is easily recognised by 
consumers. A pull strategy can in principle be induced by all actors within the supply chain or by 
government (Hamm et al, 2002).  
 
The above examples very well show that the European market for organic products is extremely manipulated 
(as it is the case with conventional agricultural production) and that the market is still highly dependent on 
political commitment towards the sector in order to secure the balance between supply and demand. A sole 
focus on push strategies will boost the organic production, but at the same time, it can also impose the 
problem that supply will exceed demand. Therefore a successful strategy for the development of organic 
agriculture is likely to be found in a combination between a pull and a push strategy.  
 
The interrelation between the three levels is also evident in terms of the CAP. In European agriculture the 
CAP sets the frame for possible push or pull strategies for organic (and conventional) agriculture in terms of 
regulation that (for example) accounts for the limits for national support in order to ensure a “level playing 
field”. The CAP is, however, in itself also an expression of a very successful push strategy in the 
conventional market for agricultural produce that has provided financial and policy incentives to increase 
production. In relation to the development of organic agriculture, the reformation of the CAP can also 
provide a “push”, if the national government chooses to use the measures that target environmentally 
friendly agriculture.  
 
Moreover, market players and national policy makers are to some extent dependent on the policy 
development of the CAP and guidelines set by the Members states jointly. For example, common EU 
initiatives such as the European Action Plan (which will aim to look at both demand and supply side of the 
production) will potentially influence the market development and the extent to which organic agriculture 
will be a priority in the Member States. The market players themselves (farmers, retailers and processors) 
can, however, also themselves (or in cooperation with the national government) initiate pull strategies as it 
was seen in Denmark in 1993, where one of the largest supermarket chains a campaign that offered reduced 
prices on organic products. This was followed by television and newspaper advertisements, which doubled 
sales from 1993-1994.  
Below we will account for, how we anticipate using the three dimensions in our analysis and thereby answer 
our thesis question.  
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1.6. The use of SWOT analysis and project design 
In relation to our analysis, the CAP and the market can be said to represent the external level in relation to 
Lithuania in the sense that the country has not participated the policy transformation of the CAP due to its 
status as a non-EU member before 2004. Similarly, the European market has up until now been defined by 
the EU-15. While we acknowledge that Lithuania has been involved in the CAP through the receipt of 
structural funds and the markets through mainly imports of agricultural products from the EU-15, we argue 
that the CAP and the market are external in the sense that they set the framework for the country. Lithuania 
in turn represents the internal level, which focuses on those processes (e.g. national policy priorities) that the 
country can directly influence. The two levels are, however, brought together in a final discussion about the 
Lithuanian goal of reaching 15 per cent by 2010.     
 
In order to operationalize these levels, we have decided to conduct our analysis in a SWOT framework 
(Strengths, Weaknesses, Opportunities and Threats). A SWOT analysis is useful, since it operates with the 
two levels, we wish to research.  On the “internal” level strengths and weaknesses, which can be directly 
influenced by strategies and actions, are identified. The second level is the “external” level, which analyses 
opportunities and threats that are relevant to the overall objective (achieving 15 per cent organic agriculture) 
and which cannot be directly influenced. 
 
Strengths relate to the core competencies of Lithuania and could for example include the structural situation 
in the country and the fact that the country has a tradition for organic agriculture. Weaknesses can be 
characterised by conditions within the country that can lead to poor performance and can include the lack of 
processing industry, lack of funding and administrative capacity. These will be identified in the analysis of 
Lithuania. It is important to note that some issues are not either or, but rather possess elements of both 
strength and weakness; i.e. policy support can be considered as both an opportunity for introduction of a 
measure and at the same time the threat of removing support can threaten its existence. 
 
While internal factors in the country are of course of great importance to the future of organic agriculture, 
external factors can also affect the course of events both positively and negatively and should be taken into 
consideration when defining the strategies (if possible). Useful opportunities on the macro level could come 
from such things as changes in markets (increased demand for organic products) and/or changes in the CAP 
that favour organic agriculture. Threats on the other hand are current or future conditions in the outside 
environment, that may harm the objective, and might include an increase in competition (on the international 
market for organic products) or components of the CAP, which stimulates intensification of agriculture. The 
“external” assessment will in our case be conducted on the basis of the CAP and the European organic 
market chapters.  
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 While the SWOT analysis does not show exactly how the goal of 15 per cent should be achieved, we can 
indirectly make some conclusion on the basis it provides, as the country in order to achieve its goal must 
overcome the weaknesses identified. In addition, national strategies (action plan) from a few other countries 
with more developed organic sectors will be involved in order to assess, which types of strategies can be 
useful. These cannot provide a clear-cut plan for success, since the national context of each country must be 
taken into consideration, but it can help point to some of the most essential factors that must be taken into 
account.    
 
In terms of our project design, the external level (e.g. opportunities and threats) will be identified before the 
internal factors are assessed. The reason for this is that the CAP and the market constitute the framework for 
the analysis of Lithuania and moreover (as noted above) both external and internal issues are somewhat 
interrelated e.g. national policies are formed on the basis of Community policies. Below the project design is 
shown. 
Introduction
The EU Framework
(CAP)
(Opportunities and Threats)
The EU Market for
Organic Products
(Experiences/ Opportunities and Threats)
Analysis of Lithuania 
(Strength and Weaknesses)
Discussion of a national strategy
Conclusion
Perspectives
Figure 1: Project design 
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1.6.1. Comments to the project design 
The first element of the graphical design is the part of the report, which introduces the reader to the pivotal 
point of the project – the potential importance of organic agriculture in relation to the changes happening in 
the CEECs, where modernisation and intensification in the agricultural sector are the most likely outcomes 
of EU membership.    
 
The aligned analyses of the EU framework and the European market include discussions about the support 
for organic agriculture included in the CAP and important issues in relation to the market development of the 
sector. The sub-conclusions from these chapters will answer the first part of the thesis question and thereby 
lay down the “guidelines” for the rest of the report as regards the influence of CAP and market on Lithuania.  
 
The analysis of the Lithuania draws upon the previous parts of the report, but focuses also on internal factors 
and their strengths and weaknesses in relation to the structural/economic development in the country as well 
as government policy. The findings of the chapter will be summarized in a SWOT matrix, whose most 
important issues will be discussed involving central threats and opportunities identified in the previous 
chapters. The discussion will lead to the final conclusion, which determine whether Lithuania will be able to 
reach its goal of 15 per cent organic agriculture in 2010. 
 
Finally, we will shortly look at some of the issues that will impact on the future of organic agriculture both 
negatively and positively e.g. the opening of new markets in Russia. In this way the perspectives can also be 
seen as possible Opportunities and Treats.  
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2. Methodology 
2.1. Interviews 
In order to collect information/knowledge about Lithuania in relation to the future of organic agriculture in 
the country after EU accession, we conducted a number of interviews with relevant persons involved in the 
policy process both within the Ministries and outside. This way of gathering empirical information was 
chosen, as we found that literature studies could not alone provide detailed information about this specific 
issue. 
 
We conducted 9 interviews and all interviewees were selected according to their expertise within certain 
areas related to organic agriculture. We wanted to get “both sides of the story” and aimed therefore to have 
representatives from both the “agricultural side” e.g. from Ministry of Agriculture and Farmers’ Union and 
from the “environmental side” ie. from Ministry of Environment, the certification body and NGOs. Another 
criterion for the selection of some of the interviewees was that they had to be involved in the accession 
process and the implementation of the CAP in order to find out the difficulties and the visions for the future. 
8 of the 9 interviews were conducted during a field trip to Vilnius and Kaunas in late November 2003, while 
the last interview was conducted in Denmark in April 2004 
 
The Lithuanian interviews were set up by firstly emailing all of them (and others) and then phoning them to 
confirm the appointments, when we arrived in Vilnius. From the list it becomes obvious that other central 
parties could have been interviewed such as local consumer organisations, officials from the Ministry of 
Health, persons involved in environmental NGOs and maybe even local farmers. However, due to time 
restrictions this was not possible at the time. 
 
The 9 are as follow: 
 
Dr. Romualdas Zemeckis, Institute of Lithuanian Agrarian Economy 
Dr. Zemeckis is Secretary for Research at ILAC and has played a central role in the ‘organic movement’. 
During the years 1996-97 he worked at University of Agriculture, where he was teaching organic agriculture/ 
ecological farming methods. Furthermore he has been involved in GAJA (environmental NGO), where he 
was a member of board. Later he has worked in Ministry of Agriculture in the division for organic 
agriculture, where he helped produce a support scheme for organic agriculture + development of certification 
system (which Ekoagros is now in charge for). The interview mainly focussed on the history of organic 
agriculture in Lithuania, the certification system, LNPs as well as prospects for the national production. 
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 Ineta Rutkovaite: Organic Certification Body “Ekoagros”  
Miss Rutkovaite’s is the director of Ekoagros, which is the organic certification body in Lithuania. This 
interview had the purpose of finding out, what kind of obstacles the organisation meets when certifying and 
the farmers’ attitudes towards organic farming. Furthermore we wanted to find out her opinion on the new 
label (LNP) and the changes that EU accession will entail. 
 
Almonas Gutkauskas: Tatula Fund (Director) 
The Tatula Fund is an NGO, which provides farmers and companies with support in the field of conversion 
into organic farming or sustainable farming. It organises fairs of organic produce in Vilnius and conducts 
retail sale through outlets and supermarkets. Furthermore, the Fund has employed a variety of means to 
promote organic farming in the mass media. The interview conducted was centred on the issues of labelling 
(Lithuanian Natural Products) and organic products and the prospects for organic agriculture in the future.  
 
Rolandas Domeika: Lithuanian Farmers’ Union  
Mr. Domeika is the Director of the LFU and the interview (which was translated) therefore had the purpose 
of giving an understanding of the agricultural situation in the country (the structure) as well as an opinion of 
the possibilities for organic farming.  
 
Rovena Budrevicuite: Ministry of Agriculture  
Ms. Budrevicuite is an expert in agri-environmental schemes for RDP and SAPARD and the interview 
centred on the question of, how best to make organic agriculture a central part of the new RDP and the use of 
SAPARD funds in this context.  
 
Darius Liutukas: rural development policy division, Ministry of Agriculture. 
Mr Liutukas is a chief specialist in Less Favoured Areas, and we therefore wanted to hear to what extent, 
there is a link between LFA’s and organic agriculture. Furthermore the interview was conducted in order to 
find out, how EU legislation is integrated into national programmes and link between agricultural and 
environmental policymaking. 
 
Salius Jasius: Agriculture and Food department, Ministry of Agriculture 
Mr. Jasius is the Deputy Director and an expert on organic agriculture. At the time of the interview, he had 
just returned from a big conference in Bulgaria, which aimed to set up a strategy from organic agriculture in 
the CEECs (a regional action plan for organic agriculture). The interview therefore mainly focused on this 
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issue as well as the problems at EU level (organic agriculture and GMOs etc.) and the coming European 
Action Plan for Organic Agriculture.  
 
Algirdas Klimavicius: Protected areas strategy division, Ministry of Environment  
Mr Klimavicius is Head of Special Protected Areas division (with 25 people), which is part of the nature 
protection department. The interview naturally mainly focused on the (missing) link between SPAs in 
Lithuania and the agricultural production as well as the (lack of) cooperation between the Ministry of 
Environment and the Ministry of Agriculture.   
 
Poul E. Hedegaard: Production manager: Svanholm 
Mr. Hedegaard is a central figure in the development of an organic sector in Denmark. He is today 
production manager of Denmark’s largest organic farm Svanholm. The interview was conducted in order to 
better understand the barriers related to an upstart of an organic production. Of special interest were the 
legal, practical and market barriers related to this issue 
 
2.2. Conducting interviews  
Before going to Lithuania, we made an interview guide which contained specific questions relating to three 
topics: Organic agriculture in the karst region, issues relating to organic agriculture at the national level, and 
lastly the influence of EU membership on the development of organic agriculture in the future. In this way 
we thought the set-up was logic in that it had its starting point in a specific case study and then became 
‘broader and broader’.  
 
However, while conducting our first interview, we found that our interview guide was too structured, and 
that the Karst region was no longer the central area for organic agriculture, which is now spread all over the 
country. Furthermore, the interviewer needed more freedom to concentrate on the specific expertise that the 
individual interviewee could provide. Therefore the rest of the interviews were conducted in a more 
exploratory manner, where the interview form was more open and had only little structure (Kvale, 1996). 
 
This implied that the interview guide only outlined a number of topics to be covered with suggested 
questions. The interviewer was in this way free to decide the sequence of the questions and to pursue 
individual interviewees’ answers as well as asking complementary questions. The benefit of this semi-
structured way of interviewing is that, when ‘rambling’ or going of at tangents is encouraged, it provides an 
insight into issues the interviewee sees as relevant and important, which could otherwise be missed.  
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All interviews, except for the one conducted in Denmark were tape-recorded. The main argument for using 
the tape recorder was to avoid misunderstandings, and to be able to double check their statements for later 
use. For the interview in Denmark, the language barrier was considered to be low, and the interview was of a 
more general character than the ones conducted in Lithuania.  
 
Before starting the interview, we informed the interviewees, that we wanted to tape record the conversation. 
We acknowledge that by using the tape recorder, it is possible that our interviewees would modify their 
expressions. However, our interviewees did not seem troubled with the tape recorder and we got answers to 
all questions. Three of the interviews conducted were translated from Lithuanian to English, and there is 
therefore the possibility of incorrect translation. However, this should not be a major problem, as the 
interviewer at the end of each interview would sum up the most important statements in order to avoid 
misunderstandings.  
 
The interviews were conducted by one group member, while the two others took notes and put forward 
supplementary questions. After the interviews these notes and the tape recordings were written into the 
summaries that are found in Appendix A.  
 
2.3. Desk studies 
The main part of our thesis builds on literature studies, which we have to take a critical position to. For 
example, many of the reports and books, which provide comments and analyses of the impacts of the CAP 
reform are sponsored by the EU. This means that they tend to be very positive about the environmental 
benefits of the CAP reforms. On the other hand, NGO reports (from f.x. Friends of the Earth) are of course 
much more critical to the improvements. As far as possible we have tried to quote both views in the report 
where possible in order to keep a critical view to the often somewhat contradicting conclusions from the 
“two sides”.  
 
For all chapters in the thesis, we have as far as possible used primary sources. These include relevant EU 
regulations and directives, The Organic Action Plan (draft), The Lithuanian Rural development plan and 
Lithuanian policy documents (only a few are translated into English). Besides the primary sources, we have 
read a number of documents and books. These include key documents about the CAP and organic agriculture 
from the EU Commission, NGO reports on CAP development and impacts, reports on the agricultural 
situation in Lithuania. Furthermore we have read several books on the CAP and environmental policy 
integration. Some reports have only been accessible via the internet and can in the reference list be identified 
 24
by name and web address. While we acknowledge that not all internet sources are reliable, we have 
attempted to use only documents by well-known researchers.  
 
2.4. Critique of the chosen method 
From the beginning we decided that we did not want our thesis to become overly theoretical, meaning that 
we wanted to analyse the information that we gained throughout the thesis in order to make it more 
interesting for the reader. While this has also been the result, our priority has caused some problems, as it has 
been very difficult to distinguish between pure background information, analysis and discussion. Whereas a 
“traditional” thesis composition includes separate theory and analysis sections, all our chapters (besides the 
final Lithuania discussion) must be defined as analysis.  
 
In relation to our interviews, it must also be noted that the fact that our interviews contain both expert 
statements as well as personal opinions can be seen as a methodological problem. However, we have tried to 
avoid this problem by separating the interviews into different parts, so that the first part of the interview 
would focus on the expert statements and the last part personal opinions. Furthermore we would clearly let 
the interviewees know the differences.  
 
Finally it can be criticised that we cannot put forward more exact analysis criteria, which the CAP and the 
market have to fulfil in order to be said to “support” the development of organic farming. This could for 
example have been the lower limit of financial resources or measures that the CAP would have to set aside 
for organic agriculture, or the exact price premium that consumers were willing to pay. However, such 
criteria have been very difficult to define and we have instead chosen a less stringent form of analysis in 
order to open up for discussion.  
  
 
 
 
 
 
 
 
 
 25
3. The CEE Context 
After the breakdown of the socialist system the agricultural sectors of the CEECs faced a twofold challenge: 
(1) transition from a centrally planned economy to a market-oriented one, and (2) transition towards 
environmentally friendly agriculture. These changes were (and still are) contained in another challenge: the 
move towards EU accession. The transition process has frequently been referred to as a “window of 
opportunity” regarding the integration of environmental concerns into emerging market-based societies 
(thereby achieving sustainable transition). However, the process is not without problems, and the 
implementation of agri-environmental legislation represents a major challenge.  
 
In general, the CEECs are today characterized by a richer natural landscape compared to that of present 
Western Europe, and that of the Soviet era. The abolition of the collective system, and the lack of capital in 
the agricultural sector during the last 15 years has meant that some environmental improvements have taken 
place. Furthermore, many of the low-input semi-subsistence farms that co-existed with the collective farm 
system have continued their activities during the transition period. These farm systems generally provide 
better circumstances for a bio-diverse countryside.   
 
The accession to the EU will bring both treats and opportunities in relation to the further development of 
environmentally friendly agriculture (and nature protection in general) in the CEECs. In terms of the latter, 
the adoption of the acquis involves the implementation of several environmentally oriented EU directives, 
like the Habitat and Birds directive and the Nitrate Directive. However, the single most important factor in 
terms of sound agri-environmental development is the Common Agricultural Policy. The CAP has been the 
determining factor for the development of agriculture in the EU-15 countries, and it will have great impact 
on the way agriculture will be undertaken in the new Member States.  
 
As noted in the problem setting, the CAP has undergone several reforms in order to ensure the integration of 
environmental concerns into agricultural policy and “multi-functionality”. This means that farmers in Europe 
are to be re-oriented from just being high effective producers of agricultural goods to providers of a number 
of services which include the preservation of natural landscapes, a sound environment, animal welfare, and 
the production of healthy products.  
 
Compared to the EU-15, most CEECs are presently closer to fulfilling such goals due to the steep fall in 
production and lesser use of agro-chemicals. Therefore, the CEECs are now facing a crossroad. The 
transition of the CAP towards a higher degree of environmental integration is far from completed, and the 
main part of the agricultural support can still be used for modernisation and intensification. The composition 
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of the support provides an incentive for increased production in some CEECs, as some countries (Lithuania 
for example) are presently importing agricultural goods. This reason alone is likely to provoke a major push 
for increased agricultural production. However, if this road is chosen by the CEECs, they are likely to face 
the same environmental problems witnessed in the Western European countries. Moreover, such a 
development could go against the long-term trend in the CAP, which potentially can include the promotion 
and support for more extensive and environmental friendly agriculture. For the new Member States, it is 
therefore important to think long-term and make the best possible use of their current situation to ensure a 
fast and direct transition towards more environmentally friendly management systems.  
 
In the context of EU, environmentally friendly production equals “sustainable agriculture” or integrated 
production. These management systems are often identified as “best practice”, which means that more 
progressive forms of agricultural production methods, such as organic agriculture, are neglected. This is a 
serious problem in that IP/sustainable production is a fairly loose concept in terms of clear environmental 
requirements for the production (see method for further discussion) compared to organic agriculture. The 
development of organic production, in our case Lithuania, is therefore still very dependent on political 
goodwill in terms of national support schemes and the extent to which the national government chooses to 
use CAP funds. One of the reasons for this is that organic agriculture must still be seen as an infant industry, 
which requires government support for sound market development. Moreover, the organic sector needs 
support for education of farmers and dissemination of information to the consumers. 
 
This thesis aims to deal with many of the above-mentioned problems throughout the coming chapters. The 
first chapter will explore to what extent the CAP reforms have provided better opportunities for support to 
organic agriculture, while the market will examine the status quo of the organic production in Europe as well 
as national strategies. Finally the analysis of our “case” Lithuania will look at issues in relation to the 
national goal of 15 per cent organic agriculture.  
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4. The EU framework and its Impacts on Organic Farming   
 
The aim of this chapter is to investigate the trends in the development of the EU Common Agriculture Policy 
(CAP) and to analyse the relationship between the CAP and the development of organic farming. It is 
necessary to consider the historic influence of the CAP on European agriculture, if one should understand the 
present agricultural situation and the problems related to the sector. In the context of organic agriculture, 
special attention is paid to respectively the CAP reform of 1992, Agenda 2000 and finally the 2003 reform. 
The effects of Agenda 2000 and the 2003 reform are analysed simultaneously, because the initiatives of the 
2003 reform originate from Agenda 2000 and therefore are difficult to see isolated. 
 
We will point out specific elements of vital importance regarding the development of organic agriculture, but 
due to the complexity of the CAP it is not possible to involve all potential impacts from regulations and 
measures. On this basis, this part of the report should be seen as a more general attempt to concretise, in 
which ways CAP support promotes organic agriculture and in which ways it prevents further development.  
In addition to the above mentioned, this chapter will introduce the most relevant conditions of the CAP in 
relation to the agricultural situation and organic farming in the ten new Member States.  
 
4.1 The beginning of the CAP 
 
The first steps to a common agricultural policy were taken in 1950, but it took 7 more years before the first 
goals of the CAP were formulated. These goals were set out, when the European Economic Community 
treaty (EEC) was signed in 1957. Four general goals for the agricultural sector were agreed upon 
(Nedergaard et al, 1993):  
• Increase agricultural productivity, hereby securing farmers an adequate standard of living 
• Stabilize markets. 
• Secure supplies.  
• Secure fair consumer prices.              
 
These first goals are clearly influenced by the fact that most European countries experienced a scarcity of 
food during and after the 2nd world war. In the late 50s the six Member States, although all agricultural 
producers, were still net importers of agricultural products in order to meet national demands (Pezaros and 
Unfried, 2002). The emphasis was therefore put on increasing agricultural productivity in order to decrease 
dependency upon foreign countries. During the 60s, the CAP was gradually implemented. This led to an 
 28
abundance of price support mechanisms that were designed to secure farmers a fair income and increase their 
produce. Prices on agricultural products became a political decision within the framework of the EU. The 
politically set minimum prices were higher than prices on world markets, which led to an increased need for 
protectionist measures in order to keep world market competitors away from the EU-market (Nedergaard et 
al, 1993). Even though much has changed since the 50s and 60s, the initial goals and policies still form the 
backbone of the CAP.  
 
4.1.1 The Effects of the CAP and the First Environmental Measures    
The CAP has had a tremendous impact on the way modern day EU farming is conducted. At present there is 
little discussion about the main effects after more than 45 years of common agricultural policy (as noted by 
European Environmental Agency, 2003). First of all the CAP has led to an agricultural sector, which in most 
EU countries is highly intensive and productive. The initial goals of the CAP were reached rather quickly, 
which led to a number of other problems (Jacquet, 2003). EU production soon exceeded the demand for 
food, which in turn has led to a need for surplus storage or export. In order to part with some of the surplus 
much is exported to non-EU countries through a system of export support schemes, which means that 
European farmers are pushing down world market prices. Today the CAP is therefore one of the main 
obstacles to a new agreement in the WTO (WTO, 2003).   
 
In term of environmental impacts, it was initially thought that the price support system, and thus higher farm 
income, would lead to an improved farm management with improved considerations on environment. When 
the CAP was incepted the term environment included conservation of the countryside and the maintenance of 
rural communities (Pezaros and Unfried, 2002). During the 70s and 80s it became very clear that these non-
productive objectives were receiving very little or no attention by the farmers. The prize-support system 
honoured the most productive farmers, which led to an overall intensified agricultural sector with rapidly 
growing farm sizes. Small and medium sized farms based on traditional practices with a diversified 
production have been gradually abandoned in favour of highly specialised holdings (Pezaros and Unfried, 
2002).  This structural change has led to a heavy decrease in agricultural employment and whitened the gap 
between traditionally high productive areas and marginal areas. It can of course be discussed if this 
modernisation and development of the agricultural sector could have taken place despite of the CAP. 
Possibly this would have happened eventually, but the CAP has surely speeded up the process (European 
Environmental Agency, 2003).    
 
The intensification of the agricultural sector has led to a row of environmental problems (World Resources 
Institute, 1998). Some of the major environmental impacts of the European agricultural production are:     
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• The over-use of artificial fertilisers (nitrates, phosphates, potassium-based), which impoverishes the 
soil, contaminating water resources and contributing significantly to eutrophication of marine and 
coastal areas.  
• The excessive use of pesticides and herbicides, which allows residues to enter into soil and water. 
• The intensive farming of animals, which creates (locally) huge waste and is the major source of 
ammoniac emissions, leading to soil and water acidification and contributing to damage forest 
through acidity in rainfall. 
• The erosion of soil due to improper practices without protective anti-erosion measures (cultivation 
on sloping lands, monocultures, desertification, contamination by pesticides and heavy metals etc.). 
• Marginalisation of land due to rural depopulation, leading to severe impact on bio-diversity 
• Degradation of bio-diversity due to draining, contraction, destruction of wetlands or other human 
interventions, for which agriculture is largely responsible. 
• The expansion of irrigation methods and the excessive use of water resources, exceeding the rate of 
replenishment, which have serious repercussions for ecosystems and water quality. 
 
The above-mentioned environmental problems have gradually been recognised during the 70s, 80s and the 
beginning of the 90s, where the need for a reform of the CAP became evident. However, not until 1992 did 
such a reform actually take place.  
 
4.1.2. The First Environmental Measures 
Before the reform of 1992 some steps were taken in order to solve some of the most obvious problems with 
the restructured agricultural sector. In the following the most important pre-reform directives and regulations 
will be presented. Some of the steps were taken as an integrated part of the CAP, while others were 
introduced outside the CAP. Among the latter is the Nitrate directive from 1991, the Habitats Directive from 
1992 and the Wild Birds Directive from 1979.  
 
The Nitrate Directive was a direct response to the concerns for nitrate pollution in drinking water, and the 
aquatic environment. Nitrates are released through artificial fertilisers, animal manure and natural deposition 
from crops and livestock production. Thus, the Directive has clear impacts on the agricultural sector (Council 
Directive 91/676). 
 
The Habitats and Wild Birds Directives are designed to protect natural habitats of wild flora, fauna and birds. 
Overall the Directives are to promote bio-diversity and conserve especially valuable habitats (Council 
Directive 92/43 and Council Directive 79/403). Among the many policy areas affected by these Directives, 
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agriculture is certainly one of them. Since many habitats are located in or close to agricultural zones, 
changed agricultural behaviour will be necessary if these Directives are to be fully implemented (European 
Environment Agency, 2003). 
 
Among the measures integrated in the CAP is the Directive on mountain and hill- farming and farming in 
certain Less-Favoured Areas (LFAs) from 1975 and Council regulation 797/85 on improving the efficiency 
of agricultural structures from 1985. The support scheme for farmers in LFAs was designed as an income 
support in areas where farming would otherwise be abandoned. The Directive states that farming needs to be 
undertaken in certain LFAs in order to preserve the natural environment (EC Directive 75/268). 
 
Regulation 797/85 was one of the first regulations to mention the importance of ‘permanent conservation of 
the natural resources of agriculture’, meaning land improvement, conservation of the countryside and the 
environment. The Member States were allowed to implement national support schemes in environmentally 
sensitive areas. The principle objective, however, was to contribute to the overall economic and social 
development in certain regions, in particular LFAs. These schemes were to be co-financed by the Member 
States, except for support schemes in environmentally sensitive areas. These were to be financed fully by the 
Member States, which de facto meant that they had very little impact (Pezaros and Unfried, 2002).  
 
In 1988 an extensification programme (Council Regulation 1094/88 and Council Regulation 4115/88) was 
introduced to reduce the commodities (both crop and livestock) in surplus. The programme required a 20 per 
cent reduction in beef and sheep numbers based on less intensive productions, and among other things the 
regulation provided support for the conversion to organic agriculture, because of its extensive production 
methods in comparison with conventional farming (Weseen, 2003). 
 
4.1.3. Policy Support Initiatives for Organic Farming Prior to the CAP Reform of 1992 
As in the case of the first environmental measures, the increasing environmental awareness and growing 
problems associated with conventional farm practises provoked the first common organic initiative. This 
initiative was the Organic farming regulation 2092/91 introducing EU-wide legislation covering organic crop 
production, presented just before the CAP reform of 1992 (Lampkin, 2003).  
 
In 1991 organic farming was certainly not a new idea. At that time organic farming had been conducted in 
several years in both EU Member States and in non-member countries. As early as the 1920s the Austrian 
philosopher Rudolf Steiner worked together with pioneer farmers to develop an organic (biodynamic) farm 
system (Biodynamic Farming and Gardening Association, 1997). The driving forces behind the 2092/91 
regulation was a continued growing of organic farming during the 1980s, where organic production methods 
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evolved to the point of economic viability, and major initiatives were undertaken to develop the processing 
sector and improve the marketability of organic commodities (Weseen, 2003). In addition to this, the 
development of national subsidising and regional organic standards put a certain pressure on the EU to 
streamline the system. 
 
In 1987 a pioneering Danish scheme for organic farming was introduced, covering financial assistance to 
producers during the conversion period as well as the development of a market, extension and information 
support. In comparison Germany in 1989 was the first country to prepare support for conversion to organic 
farming in the context of the EU’s extensification policy (Council Regulation 4115/88). Smaller programmes 
under the same regulation were introduced in Luxembourg and France in 1992. Austria, Finland and Sweden 
had national conversion programmes prior to their accession in 1995, of which the Swedish programme, at 
that time, took up a special position in providing support for continuation of organic production (Lampkin, 
2003). 
 
More than anything else, the initial EU regulation on organic farming was made in order to meet the 
increasing consumer demand for organically produced products. One of the most important issues was to 
make a strict regulation -and labelling system, so that consumers could trust that these products were truly 
organic (Bowen, 2002). The regulation consists of a set of rules and principles to be followed in order to sell 
the farm products as organic. These include rather detailed rules for production, processing, labelling and 
trade with organic products. To insure the credibility of the system, inspection and control in all stages of the 
production line is required (Wier and Calverley, 2002).  
 
Since the organic farm system avoids most of the environmental problems that conventional farming has, 
organic farming should be seen in context with the other environmental measures regarding agriculture. The 
greatest environmental benefit from organic agriculture is a substantial reduction in agricultural pollution 
caused by the use of chemical fertilizers and pesticides, and an overall extensification of the production. 
Thus it is likely that an organic farming system will meet the requirement of the Nitrate Directive. Organic 
farming can also be seen as a solution to continue farming in natural habitats as appointed by the Wild Birds 
and Habitats Directives. Furthermore Organic farming is a possible solution to improve farm income in areas 
that are appointed as less favoured. These areas are by definition marginal due to poor soil or remoteness. 
Due to their location farm systems in LFAs include traditional mountain farming and other more extensive 
farm systems. Although not competitive with the conventional farm systems these types of farming are easier 
converted to organic farming, and can possibly increase income by producing high quality organic products 
for local markets (Pezaros and Unfried, 2002).  
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4.2 The 1992 reform  
 
4.2.1 The 1992 reform and the environment 
The reform of the CAP in 1992 was the first radical attempt to change the basic production pattern of the 
European farmers. The reform dealt with a number of problems. The main target with the reform was to 
reduce market surpluses, to secure farm income, to solve environmental problems, and to make the 
agricultural sector more competitive in world markets. The hope was that a reformed CAP would also meet 
the demands of the GATT, (which later became the WTO). The reform consisted of two types of measures: 
the market policy measures and the agri-environmental measures. The latter was named the accompanying 
measures, clearly marking their status as supplementary to the market measures (Ribbe, 2002). 
 
The market policy measures were introduced to cope with EU overproduction encouraged by the market 
support system in the form of high intervention prices. A first transition from market support to direct 
payments were therefore undertaken. The reform meant that intervention prices were gradually cut, and 
replaced by a direct payment to compensate farmers for their loss of income. The direct payments were to be 
paid to the farmers on the basis of historical regional yields per hectare, regardless of their current 
productivity. Thereby farmers were encouraged to produce products that the market actually needed, instead 
of producing the products that paid the highest intervention price. It must be stressed that this reform only 
initiated the process, but far from finished it (Ribbe, 2002)  
 
It can be argued that the reform of the market policy measures were also useful for the environment and 
created better basic conditions for alternative production methods, since further intensification and higher 
outputs were not honoured as much as before. The highest direct payments were, however, still given to the 
farmers in traditionally high productive areas. This led to deeper gaps between high productive areas and 
marginal areas. A serious side effect of the reform was that farmers were now supported by the number of 
hectares under plough, which resulted in a step raise in arable land. Wetlands and other locally marginal 
fields were suddenly transformed to arable land in order to apply for direct payments. This corresponded 
poorly with the set-aside scheme that was also introduced with the reform. The set-aside scheme became 
compulsory for all large farmers, in order to limit the massive surpluses of crops (Pezaros and Unfried, 
2002). 
 
Nevertheless, the intensions with the market policy measures, implied that more extensive and market 
oriented farms were preferred. However, if there were any short-term positive environmental effects from the 
market policy measures they were achieved indirectly. 
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 To insure that a positive development towards more environmental friendly agriculture would actually take 
place, the market policy measures were supplemented by regulation nr. 2078 /92 or better known as the agri-
environmental measures. The agri-environmental measures were made to promote “agricultural production 
methods compatible with the requirements of the protection of the environment and the maintenance of the 
countryside” (Council Regulation 2078/ 92). The agri-environmental measures were formed as aid-schemes 
that the farmers should apply for.  
 
Even though introduced the year before in a separate regulation, organic agriculture was also integrated into 
the agri-environmental measures of the 1992 reform. In article no. 2 of regulation 2078/92, it is stated that 
the schemes may include aid for farmers, who agree to undertake one or more of the following activities: 
 
• Substantially reduce their use of fertilizers or to introduce or continue with organic farming. 
• Change to more extensive forms of crops, including forage, or to maintain extensive production 
methods introduced in the past, or to convert to arable land into extensive grassland. 
• To reduce the proportion of sheep and cattle per forage area 
• To ensure the upkeep of abandoned farmland or woodlands 
• To use other farming practices compatible with the requirements of protection of the environment 
and natural resources. 
• To manage land for public access and leisure activities. 
 
As with the previous environmental measures from 1985, these measures were to be co-financed by national 
governments, which very much made the schemes dependent on national budgets, the political willingness 
and capacity in each country. Our assessment is that this development meant that environmental 
considerations in the CAP to a higher degree became a matter of national priorities. Because of the demand 
for co-financing the agri-environmental measures had a slow beginning and were in most countries limited to 
certain appointed areas instead of being implemented national-wide as intended. Even though it took many 
years to implement the measures and the environmental outcome have been more limited than first expected, 
the agri-environmental measures were an important indication of the future direction of the CAP. 
Furthermore the agri-environmental measures prepared the national administrations for the implementation 
of the Agenda 2000 and the introduction of the Rural Development Programmes. 
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4.2.2. Impacts of the 1992 Reform on Organic Agriculture 
Some of the changes made in the 1992 reform, which affected organic farming the most, were the general 
reduction in the discrimination of extensive farming systems, caused by the reduction in price support for a 
number of products and the introduction of decoupled support payments.  
Especially the changes in support for arable crops favoured organic farming, because of the compensatory 
payments based on regional historical average yields. This was beneficial for most extensive farming 
systems, since farms with lower yields were less affected by price reductions but got the same level of 
compensatory payments. In contrast to the arable crops regulation the reduction in price support for livestock 
products (mainly beef and sheep meat) had limited, if any, positive effect on organic farming, because the 
compensatory payments were paid per head. One of the main differences between organic and conventional 
farming is lower stocking rates and longer growth periods, which means that payments closely linked to 
production will keep any extra positive impact on organic farming small (Häring et al, 2004).  
 
The 1992 reform also introduced (as mentioned above) the instrument of obligatory set-aside, with set-aside 
land being eligible for a payment. In addition voluntary set-aside land was also made eligible for direct 
payments (Council Regulation 2328/91). The organic farms were subject to the same obligatory set-aside 
rate as conventional farmers, even though they by virtue of certification rules already contributed to a 
reduction of surplus products through reduced yields and a different cropping pattern. Still investigations 
have shown that the effects of the set-aside schemes on organic farming generally were neutral or positive, as 
the organic farms could often use the set-aside for fertility building by including legumes in set-aside-
mixtures (Häring et al, 2004).  
 
Attempting to strengthen more extensively agricultural production, the 1992 reform also introduced the so-
called extensification premium. This was done especially to compensate beef farmers for the competitive 
advantage enjoyed by intensive beef producers. It is an additional payment made to producers already 
receiving different support premiums, if they meet the conditions for extensive production as defined by the 
extensification regulation (European Court of Auditors, 2002). An examination of the premium, made by 
European Court of Auditors in 2002, shows that it has only to a limited extent fulfilled the objective of 
providing an incentive for intensive farmers to convert to more extensive agricultural methods, but according 
to Häring et al (2004) organic farming clearly have benefited from these payments, which are twice as high 
in organic than in conventional farms. 
 
As part of the introduction of agri-environment regulation, aid was available for farmers who (among other 
options) introduced or continued with organic farming methods. Most Member States implemented in the 
following years organic farming schemes under this regulation, but typically with significant regional 
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variations in rates of payments and requirements. All Member States, except France and the United 
Kingdom, supported both the conversion period and the continuing organic production, even though the 
payments for continuation were often lower, recognising the particular costs of conversion (Lampkin, 2003). 
However, it is important to recognise that great variations in the payment rates for this measure between and 
within the different countries (where regional variations existed) were the result. 
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4.3. Agenda 2000 and the 2003 reform   
 
In the late 1990s, it became evident that a larger reform of the EU policies was needed in order to prepare the 
Union for the new Member States in Central and Eastern Europe. Under the title Agenda 2000, the proposals 
for the reform were presented in 1997. The main concern was to make the accession of the newcomers 
possible within budgetary limits. Since agricultural expenses under the CAP account for approximately 45 
per cent of the total EU budget corresponding to 43,77 billion EUR in 2003, this was a very important issue 
(Danish Parliament EU Information, 2003). 
 
At the Berlin European Council in 1999, Heads of EU states and governments agreed on the substance of the 
Agenda 2000. This agreement followed up on the 1992 reform with a further decrease in intervention prices 
and support coupled to production, combined with direct payments to compensate farmers. A new financial 
framework for the period 2000-06 with a view to enlargement was also decided upon (Pezaros and Unfried, 
2002). Despite of 10 new countries joining the EU, the overall CAP spending, would only be raised to 45,31 
billion EUR in 2006 (EF Tidende, 2002). To avoid budget problems, a financial mechanism was introduced 
that will reduce direct payments, if forecasts show that budgets will be exceeded (European Commission, 
2003a).  
 
With Agenda 2000 it became obligatory for Member States to implement agri-environmental schemes, and 
more attention was to be paid to the development of rural areas (European Commission, 2000a). Because of 
the increased importance of these measures, it was decided to divide the CAP into two pillars. The 1st pillar, 
and still by far the largest in terms of funding, should include all the old elements of the CAP and the direct 
payments. The 2nd pillar should include the agri-environmental schemes as well as a number of other 
measures, also referred to as rural development measures.   
 
This political choice should also be seen in context of WTO procedures where agricultural subsidies are 
placed in an amber, blue or green box according to their level of market distortion: Subsidies that are coupled 
to production or otherwise distort production and trade are listed in the yellow box, and have to be abolished 
or substantially reduced. The blue box is an exemption from the yellow box, and contains subsidies that are 
coupled to production, but at the same time are subject to production limitations, such as the EU milk quotas. 
Currently the blue box does not require reduction, but it has come under increased pressure to be moved into 
the yellow box. The green box has no support limitations and includes subsidies that do not or only cause 
limited distortion of trade. Subsidies that qualify for the green box are currently direct payments decoupled 
from production, and subsidies that are targeted at environmental protection and regional development 
(WTO, 2004). This means that after the reform of the CAP, EU subsidies that were before placed in the 
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amber box, now qualify for the green box. This fact emphasises our viewpoint, that policy makers might not 
exclusively have had the environment in mind when deciding on the reform.  
  
When Agenda 2000 was decided upon in 1999, it was agreed that the reform should be evaluated and 
adjusted accordingly halfway (European Commission, 2000a). On this background the European 
Commission evaluated Agenda 2000 during 2002, and put forward a set of proposals in January 2003. The 
changes, agreed upon by the Council of Agriculture Ministers in June 2003 (just before the WTO meeting in 
Cancún), were however, considered to be a fundamental reform, which went beyond adjustments (European 
Commission, 2003a). 
 
In our presentation we will treat Agenda 2000 and the 2003 reform under one. This is done since many of the 
elements in the 2003 reform were already introduced in the Commissions proposals to Agenda 2000. 
Originally these proposals were either not agreed upon by the Council of ministers or only made voluntary 
for Member States.   
 
4.3.1. 1st pillar of agenda 2000 and the 2003-reform 
With Agenda 2000 the reform process from 1992 continued. Market distorting intervention prices were cut 
with 15 – 20 per cent. To compensate farmers, direct payments such as animal premiums and area payments 
were increased.  In this respect the 2003 reform went further than Agenda 2000. The overall objective of the 
2003 reform was a single payment scheme for EU farmers, decoupled from production, with limited (max 40 
per cent) coupled elements maintained where Member States considered this necessary to avoid 
abandonment of production (European Commission, 2003a). The intension was to encourage farmers to 
produce products that the market demands, rather than to produce in accordance with which support scheme 
paid the most. The direct payments were to be calculated as an average of the support received in the period 
2000- 2002 (European Commission 2003a).  
 
Our assessment is that this approach can prove to continue the bias towards intensive production areas, since 
the support levels under 1st pillar in 2000-2002 still contain many coupled elements that favour high 
productive farms. The option to maintain up to 40 per cent of the support as coupled is also critical, since it 
offers member countries an option to water down intentions with the reform. Member States can choose to 
keep parts of the support coupled to production in certain sectors or regions, so that only a partial decoupling 
takes place.      
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4.3.2. Cross-Compliance 
The proposals to Agenda 2000 contained a potentially strong measure called cross-compliance (Pezaros and 
Unfried, 2002). Cross-compliance means that farmers must comply with a number of standards across 
sectors in order to receive direct payments. These standards are to be formulated from a priority list of 18 
statuary European standards in the fields of environment, animal welfare, food safety and quality. 
Furthermore the farmers must keep their holdings in good agricultural and environmental condition. This 
condition was introduced to avoid abandonment of farms and subsequent environmental problems. If farmers 
do not comply with these standards their direct payments will be cut. With Agenda 2000 cross-compliance 
was optional, but with the 2003 reform this measure became obligatory for all Member States (European 
Commission 2003a). 
 
4.3.3. National envelopes 
Another development of the 1st pillar is that parts of the direct payments can voluntarily be put under so-
called “national envelopes”. Instead of giving each farmer direct support up till 10 per cent of the direct 
payments can be collected by national governments and re-distributed to certain types of farms. This 
includes the possibility to give extra support for extensified production and organic agriculture (European 
Council Regulation 1782/2003 article 16). This type of opportunity, however, needs to be met by clear 
agricultural priorities, in the Member States. Otherwise it is easy to let the opportunity surpass, and give 
direct support in the traditional manner. The option was introduced in certain sectors with Agenda 2000, and 
extended to all sectors in 2003 (Commission 2003a).  
 
4.3.4. Modulation 
In order to increase funds in the 2nd pillar of the CAP, the Commission proposed to modulate funds from the 
1st pillar. Modulation meant in this context a cut in the direct payments from larger farmers, where after the 
savings should be transferred to the 2nd pillar of the CAP. Modulation as proposed by the Commission in 
1999 included two measures. First, a maximum amount for direct payments was set. Secondly, the direct 
payments should be cut by a certain percentage each year, until they reaches a satisfactory low level. After 
protests from countries with many large farms, modulation was disregarded as an obligatory measure for 
Agenda 2000 (Pezaros and Unfried, 2002). However, in 2003, it was agreed to make modulation obligatory 
after all. After pressure from some Member States no maximum for the amount of direct payments was set 
(Friends of the Earth, 2003). Still modulation will in the long-term work as a substantial decrease in the 
direct payments. In 2005 direct payments are cut by 3 per cent, in 2006 by 4 per cent and from 2007 to 2012 
by 5 per cent per year. Direct payments up to 5000 EUR per farm will remain free of reductions 
(Commission, 2003a). 
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 4.3.5. 2nd pillar and Rural Development Plans 
In order to implement the 2nd pillar each member country had to make a Rural Development Plan (RDP) for 
the period 2000-2006 (European Commission regulation 1257/99). Even though the RDPs were introduced 
with the Agenda 2000 reform, many of the measures composing RDP were well known. Among those were 
the agri-environmental schemes from the 1992 reform, and the less-favoured area scheme introduced already 
in 1975. However, with the RDPs all environmental and structural policy measures were brought together, 
which paved the way for some consistency and coordination in the support for rural development (Ribbe, 
2002).  
 
The Rural Development Plans marked an important turn in the focus of the CAP. Whereas the first agri-
environmental measures were merely accompanying the market measures, the RDPs were to compose an 
independent second pillar of the CAP. Although the funding for rural development at present only holds 
about 10 per cent of the overall CAP budget, a long term shift from the first pillar to the second has been 
initiated with the decision to use modulation from 2005 (Ribbe, 2002). Due to the maximum amount set for 
direct payments the 2nd pillar of the CAP will therefore increase in importance relative to the 1st pillar. The 
critical factor is the time frame. Although intentions behind the latest reform are in favour of the 
environment, the shift from the old support systems only happens slowly, due to the enormous budgets under 
the 1st pillar. The various measures available under rural development and their share of the EU budget are 
shown in the tables below. 
 
Table 1: EU agricultural budget 2002  
 Funding in mill. € In % 
1st pillar 39.635,18 € 89,1 % 
2nd pillar (Rural development) 4.595 € 10,3 % 
Monetary reserve  250 € 0,6 % 
Total 44.480,18 € 100 % 
Source: Ribbe (2002) 
 
Table 2: Rural development and distribution of funds 2002 
2. pillar measures Funding in mill. €   In % 
Investment in agricultural holdings 164 € 3,6 % 
Setting-up of young farmers 119 € 2,6 % 
Training 31 € 0,7 % 
Early retirement 184 €  4,0 % 
 40
Less-favoured areas 907 € 19,7 % 
Agri-environmental measures 1.995 € 43,4 % 
Improving the processing and marketing and 
agricultural production 
210 € 4,6 % 
Forestry 474 € 10,3 % 
Promoting the adaptation and development of 
rural areas 
419 € 9,1 % 
Other 92 € 2,0 % 
Total 4.595 € 100 % 
Source: Ribbe (2002) 
 
As it can be seen in Table 2, the agri-environmental measure was by far the largest post both in terms of total 
amount given and its relative share of the total budget. The measure received 43,4 per cent of the rural 
development budget, which was, however, only 4,5 per cent of the total CAP budget. This means that the 
budget for measure has virtually not changed since the 2000 reform, where it comprised of a 5 per cent share 
of the total CAP budget (European Commission, 2000a).  
 
Viewing the list of measures under the 2nd pillar it is far from obvious that the measures other than the agri-
environmental one will have direct positive environmental impacts. Measures like ‘Investment in agricultural 
holdings’ and ‘Setting-up of young farmers’ have other development objectives. Similarly, the measure 
“Less Favoured Areas” (LFAs), which is the 2nd most important measure under rural development in terms 
of funding, has socio-economic development as its main objective. However, as a part of the 2000 reform, it 
was decided that funds under this measure should be paid on an area basis instead of per head, which could 
potentially discourage intensive productions methods. With regards to the remaining measures the only one 
that has a clear environmental link other than the agri-environmental measures, is “training”. Training or 
education is only supported if it is linked to the promotion of quality products and to environmentally 
beneficial production methods. Unfortunately, this measure only accounted for 0.7 per cent of the rural 
development budget.  
 
It must be noted, however, that all other measures have (in line with all other payments of the CAP) been 
made conditional, so that applicants have to comply with minimum environmental standards (cross-
compliance) to qualify for support (Pezaros and Unfried, 2002). This change means that there is no longer 
much difference between the conditions that applies for the 1st pillar and the above mentioned measures.  
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4.3.6. Use of Rural Development Funds by National Governments 
With the Rural Development Plans much is left to the individual Member States. This is not least due to the 
fact that all measures under rural development, as it was the case with the preceding accompanying 
measures, are to be co-financed by the Member States with 25 per cent in objective 1 areas and 50 per cent in 
objective 2 areas1. This makes it less attractive for national governments to implement the programs, as it 
will have to find additional funds on limited national budgets (Pezaros and Unfried, 2002). With the 2003 
reform it was decided to lower the national co-financing demand with 10 per cent, but only for agri-
environmental schemes (reg. 1783/2003). Nevertheless this stands in sharp contrast to the financing principle 
of the 1st pillar, which has always been and still is 100 per cent financed through the EU. The funds 
transferred from the 1st to the 2nd pillar of the CAP through modulation are also subject to co-financing. This 
means that there is a substantial risk that the modulated funds will not be used by national governments, as 
they impose an extra expenditure from national budgets.   
 
The principle of national co-financing has been a serious barrier for the implementation of 2nd pillar 
measures in the Member States. In other words it is difficult to describe the current 2nd pillar as a common 
EU-policy as it is implemented very differently at the national level. Table 3 shows the great variety of 
importance that the 2nd pillar plays in the different Member States. 
 
 
Table 3: Distribution of Rural development funds in 2000 
Country Total CAP Rural development  In % 
DK 1.304,7 € 34,2 € 2,62 % 
B 954,6 € 25,4 € 2,66 % 
UK 4.058,7 € 151,8 € 3,74 % 
NL 1.396,6 € 59,6 € 4,27 % 
F 8.981,9 € 474,1 € 5,28 % 
EL 2.597,2 € 146,8 € 5,65 % 
E 5.469,0 € 395,4 € 7,23 % 
EU 15 40.330,9 € 4.176,5 € 10,32 % 
D 5.641,9 € 681,6 € 12,08 % 
I 5.031,3 € 757,3 € 15,05 % 
P 652,0 € 132,1 € 20,26 % 
IRL 1.678,3 € 344,4 € 20,52 % 
S 798,0 € 175,6 € 22,01 % 
L 20,6 € 6,7 € 32,52 % 
                                                 
1 Objective 1 areas are regions in Europe where the average income is below 75 per cent of the EU average income. 
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A  1.018,5 € 459,0 € 45,07 % 
FIN 727,6 € 332,5 € 45,70 % 
Source: Ribbe (2002) 
 
From the table above it is quite clear that the Member States have prioritised the implementation of the rural 
development measures quite differently. The largest post on the rural development budget, the agri-
environmental measures, was intended to solve some of the environmental problems arising from the 
intensive European agriculture. However, among those countries spending least on rural development 
measures are lowland intensive agricultural countries such as Denmark, Belgium, the United Kingdom, the 
Netherlands and France. Since these countries have no or very few less favoured areas one would expect that 
the largest part of the limited rural development budget would be allocated to the agri-environmental 
measure. Keeping in mind that the EU-average for the agri-environmental schemes accounts for almost half 
of the rural development budget, the numbers for these countries are not impressive. In 2002, Belgium used 
20 per cent, the Netherlands 21 per cent, France 34 per cent and Denmark 38 per cent on agri-environmental 
measures. Only the United Kingdom was above average with 56 per cent in 2002. (Ribbe, 2002). 
 
In contrast to the above-mentioned countries, Sweden, Finland and Austria all spend more on agri-
environmental schemes than EU average. In 2002, Sweden spent more than 96 per cent of its rural 
development budget on agri-environmental schemes. Portugal spent 68 per cent, Austria 67 per cent and 
Finland 48 per cent. This is done despite that fact that these countries are all “disadvantaged” by their 
locations: In Sweden and Finland the growing season is very short, Austria is limited by the mountains and 
Portugal suffers from dry and hot summers (Ribbe, 2002). 
 
In our opinion, it seems that those countries the most in need for agricultural restructuring towards a more 
sustainable production are the ones spending the least on agri-environmental measures. At the same time, the 
biggest distribution of rural development funds towards the agri-environment is taking place in countries, 
where intensive farming methods are limited due to the natural foundation. Looking at the numbers, it seems 
as if the Member States will only agree to co-finance agri-environmental schemes if they can be used as an 
extra income support for disadvantaged areas. In some intensive countries the lack of spending can also be 
due to farmers resistance against schemes that will alter their high productive farming methods.  
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4.4 The CEECs and the Accession 
 
To prepare the accession countries for the implementation of the acquis communitaire regarding the CAP, 
the EU passed regulation 1268/99 on pre-accession structural fund programmes for agriculture and rural 
development. On basis of this regulation the Special Accession Programme for Agriculture and Rural 
Development (SAPARD) for the period 2000-2006 was formed.  
 
The overall intention with the SAPARD programme was to prepare the accession countries for the 
implementation of the 2nd pillar of the CAP or more precisely the Rural Development regulation 1257/99. 
Upon accession the support under the SAPARD programme will be followed by the rural development 
regulation and a number of negotiated exceptions, but the content will to a large extent be a continuation of 
the SAPARD (European Commission, 2003c).  
 
The objective of SAPARD is to solve specific problems for the sustainable adaptation of the agricultural 
sector and rural areas in the accession countries (Staniszewska, 2003). This applies both to specific support 
to environmental projects as well as support to institutional capacity building which aims to prepare the 
authorities for membership. SAPARD can contribute up to 75 per cent of the total eligible public expenditure 
of particular measures. After accession, the EU co-financing level has been raised to 85 per cent for agri-
environmental schemes, and to a maximum of 80 per cent for all other schemes in both objective 1 and 2 
areas (European Commission, 2003b). The rest must be financed by either international organisations or 
public authorities/ private investment companies in the recipient countries. The management of the 
programme is highly decentralised as the selection of measures has been left to the countries themselves, 
allowing them to adapt the programme to their specific conditions (Staniszewska, 2003).  
 
However, while a decentralised approach is attempted in terms of the selection of the measures, the 
SAPARD regulation has been criticised for being only a slightly modified version of the EU Rural 
Development Regulation, which implies that it is a programme designed for the EU-15 rather than for the 
applicant countries. This means that the Programme has been designed for the institutional conditions in the 
EU-15 rather than for the institutional circumstances in the CEECs. The risk is therefore, as noted by 
Gatzweiler, that the programme is not suited to solve institutional problems other than those in the EU-15 
(Gatzweiler, 2003).  
 
The supported measures under SAPARD are: Investments in agricultural holdings, setting up of young 
farmers, training, early retirement, less-favoured areas, agri-environment, improvement of processing, 
forestry, and rural development (Council regulation 1268/99). Upon accession these schemes will be 
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extended with a temporary support scheme for semi-subsistence farms in the form of an annual support of 
maximum 1000 euro. (European Commission, 2003b) 
 
Although the SAPARD measures are almost identical with the rural development measures, the amount of 
funding allocated to each measure differs very much from the EU 15.  
During the initial planning of the SAPARD programme a divergence of opinion existed over the scale of 
support that should be given to agri-environmental measures. It was finally agreed that it would be useful for 
SAPARD to finance pilot actions, in particular to provide training sites and demonstration farms (Bennett, 
2001). From funding allocations it seems, however, that agri-environmental measures are still a low priority 
in the accession countries (i.e. Tab. 4). 
 
Table 4: State of agri-environment scheme in CEE countries on 30 April 2003 
 SAPARD-funded scheme % of total SAPARD funding 
(indicative) 
National scheme (2002 data) 
Bulgaria *** 2  
Czech Republic *** 3  
Estonia ** 1 70.000 ha. 
Hungary ** 4 47.000 ha. 
Latvia *** 5  
Lithuania ** 1  
Poland ** 2  
Romania * 3  
Slovakia ** 4  
Slovenia * 0 90.000 ha. (2001) 
* No draft received by Commission. ** Draft received. *** Adopted in EU STAR Committee 
Source: Petersen (2003) 
 
Keeping in mind that almost half of the EU rural development budget is spent on agri-environmental 
schemes this is quite disappointing. At the conference “EU accession and agriculture: Making CAP work for 
people and the environment” in Nov. 2003, the accession countries had the opportunity to discuss the 
experiences they have had so far of SAPARD in terms of the development of agri-environmental 
programmes. The selected representatives noted that the main priority of the programme was to increase the 
competitiveness, whereas nature conservation came second (Nikolova, 2003; Staniszewska, 2003).  
 
Similarly to the above criticism, it was furthermore argued that the SAPARD regulation do not take into 
account local differences as ‘the problems, created by political changes, agriculture reform and change of 
property are not accounted for in the preparation of the programme’ (Nicolova, 2003). One of the problems 
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mentioned was that small and medium farms had big difficulties getting access to the Programme due to their 
lack of capacity, which can be seen as a central barrier for organic farmers, who are mostly small scale. 
Furthermore, it was seen as a barrier that the programme do not prioritise institutional capacity building, 
which is seen as essential for the implementation of agri-environmental measures (Gatzweiler, 2003).  
 
As noted by Central and Eastern European Sustainable Agriculture (CEESA) not only the formal institutions 
such as ministries, implementation bodies and enforcement institutions need to be prepared for agri-
environmental schemes. In the process of solving environmental problems, informal institutions such as 
farmers’ attitudes, public and political awareness and value systems need to be part of the reform process. 
Building strong communities and local involvement and participation in the decision-making are essential to 
overcome informal institutional barriers (CEESA, 2003). 
 
4.4.1. Accession 1st pillar and modulation 
The measures under the 1st pillar are to be phased in gradually by an annual increase in the support level until 
it reached the level of the EU-15 Member States. Contrary to the 2nd pillar, no pre-accession support has been 
given under the 1st pillar of the CAP.  According to the final negotiation paper the acceding countries will 
receive 25 per cent of the EU-15 direct payment in 2004, 30 per cent in 2005 and 35 per cent in 2006. The 
support will increase by percentage steps until it reaches 100 per cent of the EU-15 level in 2013 (European 
Commission, 2003b).  
 
As mentioned earlier this type of support is 100 per cent financed by the EU. However, it is possible for the 
CEEC governments to increase the direct support by adding national funds transferring money given under 
the rural development regulation. The so-called top-ups cannot be more than 30 percentage points higher 
than the EU financed direct support2, and cannot exceed the level of support given in the EU-15. The 
possibility to use funds from the rural development envelope to finance top-ups is very problematic, since it 
potentially decreases the rural development budgets.  If national governments take full advantage of this 
opportunity they are allowed to use 20 per cent of the rural development budget to finance top-ups (European 
Commission 2003b). It is most likely that governments will use this top-up opportunity first, since it is 80 
per cent co-financed by the EU, opposed to potential national top-up schemes that will have to be 100 per 
cent financed from national budgets (Dräger et al, 2003).  
 
In conclusion, it can be said that the accession countries started with only 2nd pillar support. During the 
period 2004-2013 the 2nd pillar support schemes will, however, gradually decrease in importance as the 
                                                 
2 This means that the maximum direct support level for 2004 is 55 per cent, and in 2005 60 per cent etc.  
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direct payments under the 1st pillar are gradually phased in. However, in the period of 2004- 2006 the rural 
development funds will still exceed the direct payments in terms of funding (i.e. Tab. 5). 
 
Table 5: Agricultural budget in the acceding (ACC) 10 and the EU 15 countries 
 Utilised 
agricultural area, 
UAA (mill. ha) 
1st pillar 
spending (mill. 
Euro) 
2nd pillar 
spending (mill. 
Euro) 
1st pillar 
spending per ha 
UAA (euro) 
2nd pillar 
spending per ha 
UAA (euro) 
ACC 10* 38.3 1560.3 1703.3 40.7 44.5 
EU 15** 128.7 38712.6 6.855.1 300.8 53.3 
* Average figures 2004- 2006, ** average figures 2000- 2002          
Source: European Environmental Agency (2004) 
 
After 2006 the 1st pillar will be dominating in terms of funding, since the 1st pillar implementation process is 
continued. When the new Member States reaches the EU 15 level of direct payments in 2013, the farmers 
will most likely be subject to modulation, just as farmers in old Member States. In the light of the increasing 
pressure from 3rd world countries in the WTO-negotiations, the direct payments may have to be cut faster 
than the current levels. Either way, the farmers will experience two transition periods right after each other, 
because of a very unstable 1st pillar support level, which can be difficult for farmers to see through and adapt 
to.  
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4.5. Impacts of Agenda 2000 and the 2003 Reform on Organic Farming 
 
The basic principles and positive trends of the 1992 CAP reform – including diminishing discriminating 
impact on more extensive farming systems – have been followed up and extended by Agenda 2000 and the 
2003 reform. Even though the recent CAP reforms represent a gradual equalization in the support payments 
for respectively conventional and alternative farming systems, intensive agriculture is still favoured. 
According to one of the newest examinations of the distribution of payments, organic farms on average 
receive approximately 18 per cent fewer direct payments per hectare from the first pillar of the CAP than 
comparable conventional farms. Only when the payments from agri-environmental measures and LFA areas 
are involved, the organic farms on average receive 20 per cent more support per hectare than conventional 
farms (Häring et al, 2004).  
 
4.5.1. Impacts of the changes in the 1st pillar of the CAP 
The CAP reforms have undoubtedly increased the competitiveness of organic farming relative to 
conventional farming, but due to the differences in production structure, organic agriculture still receive 
fewer payments from some first pillar measures (Offermann, 2003). The introduction of the single payment 
schemes should, however, increase the incentive for conversion for a number of conventional farms, because 
the conversion will no longer mean to forego part of the direct payments. This is a consequence of the new 
calculation of direct payments based on the reference period 2000-2002. Still it should be emphasized that 
new entrants who bring along high payments rights from their previous agricultural business may have 
competitive advantages. 
 
As regards the partial decoupling, it is a potential threat to the improved competitiveness of extensive 
farming systems, if the Member States choose to keep as much agricultural production as possible under the 
old support schemes. Some Member States could use the option of decoupling as little as it is required and 
thereby work against the main idea of the new reforms. In spite of this, it should not be forgotten that the 
national envelopes provide the opportunity to prepare a further and potentially strong form of source for 
support options similar to the Rural Development Plans.   
 
Especially the 2003 reform gives cross-compliance a central role in the support payments, by changing it 
from an optional measures to an obligatory. It is difficult to concretise the effects of cross-compliance on 
organic farming, but the very strong linkage between organic production methods and the demands of cross-
compliance, results in some comparative advantages in relation to the conventional production methods.  
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It had been argued that cross-compliance undermines some of the measures under the 2nd pillar of the CAP 
and that it might make it necessary to reduce or phase out for example the grassland support within agri-
environmental programmes. The abolishment of programmes like this will of course affect organic farming 
negatively (Häring et al, 2004).   
 
The modulation of direct payments in favour of the 2nd pillar has a positive influence on extensive farming in 
general. First of all the strengthening of support under the rural development policy offers an opportunity to 
promote more environmentally friendly farming systems, which will result in a direct positive impact on 
organic farming. Secondly, the average organic farm should in absolute terms be affected less by modulation 
than conventional farms, because they, as described above, receive less direct payments from the first pillar 
of the CAP. 
 
The extensive farms and particularly organic farms are also effected positively by another central part of the 
latest reforms. The rules for extensification payments were tightened with Agenda 2000 so that the 
calculation of stocking rates are now taken account of all cattle on a farm, and at least 50 per cent of the area 
declared as forage area has to be pastured (Council Regulation 1254/1999). In general, these stricter rules are 
favouring organic agriculture, where grazing rates is the norm and stocking rates are low (Häring et al, 
2004). 
 
With the 2003 reform organic farming was specifically exempted from the mandatory set-aside obligation, 
because organic agriculture already contribute to a reduction of surplus products. This must, in our opinion, 
be a clear advantage for organic farmers, and at the same time the changed regulation illustrates a 
recognition of elements, where organic farming conform to the new demands for CAP support payments.     
 
4.5.2. Impacts of the 2nd pillar of the CAP 
There is little discussion that the second pillar of the CAP represents the potential strongest support to 
organic farming (Lampkin, 2003; Organic Centre Wales, 2003; Häring et al, 2004). The 2nd pillar provides a 
wide number of options, which could be beneficial to organic farming, but generally the agri-environmental 
measures have been recognised as the most important measure for organic farming, because they provide the 
most significant support for the sector (Häring et al, 2004). However, it should be noted that close 
alternatives to organic farming (e.g. integrated production) in most cases fulfil the same demands as organic 
farming in relation to the agri-environmental payments and thereby represent an interesting alternative to the 
tighter standards of the organic scheme.    
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The 2003 reform clearly strengthened the 2nd pillar by, among other things, increasing the EU financing 
share of agri-environmental measures. Beside this, a range of new measures were introduced in 2003, and 
many of these correspond to a considerably extend with the aims of organic agriculture. The new elements of 
support measures are among others animal welfare measures and food quality measures (Council Regulation 
1783/03). However, in spite of the increasing part of EU financing, the strengthening of RDP might cause a 
total raise in the national expenses. The co-financing of Member States has been one of the main obstacles 
for implementation of the agri-environmental measures, and an increase in regional budgets could worst case 
result in a more uneven application of RDP measures than in the past.  
The importance of national willingness to implement the measures relevant for organic agriculture cannot be 
emphasized enough. Government support plays a vital role in stimulating growth of the organic sector and 
due to the differences in support between Member States and regions, large differences within the stages of 
development exist (Padel et al, 2003). 
 
According to Häring et al (2004) organic farms averagely receive more than 70 per cent higher payments 
from agri-environmental and LFA area payments than conventional farms. This is the explanation of the fact 
that organic farms totally receive 20 per cent more CAP payments per hectare than conventional farms, even 
though the first pillar payments are approximately 18 per cent lower for organic farms compared to 
conventional.  
The LFA support scheme is not targeted at organic farming in specific, but the organic farms tend to be 
located in these areas, due to the limited changes in farm structure that is typically required for conversion. 
On this basis a proportional large part of the LFA payments end up being paid to organic farms (Häring, 
2002). Parallel to the strengthened 2nd pillar, some specific actions have also been taken by the EU in order 
to further develop organic agriculture at a common European level.   
 
4.5.3. Other Initiatives in Regard to Organic Farming 
Both the common logo for organic products and the European Organic Action Plan are relatively new 
initiatives regarding the promotion of organic agriculture. None of them, however, can be seen as part of the 
CAP, but due to their potential impact on the EU framework for agricultural development, they are briefly 
presented below. 
 
4.5.4. EU Logo for Organic Products 
In February 2000 the European Commission introduced a logo for organic products that may be used 
throughout the EU by producers operating in accordance with the provisions of the EU regulation on organic 
production. The logo may only be used on organic products where 95 percent of the ingredients are organic 
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products that originate from the EU and that have been processed, packaged and labelled in the EU or on 
imports from countries with an equivalent inspection system (Council regulation 2092/91). The use of the 
symbol is voluntary, and it may also be used in conjunction with national government or private logos for 
identifying organic products. So far only few companies, especially in Southern Europe, are using the EU 
logo and the market impact is low.  
 
4.5.5. European Organic Action Plan 
Besides a common label, the EC is at present developing an action plan for organic agriculture. The work 
was officially initiated at the Conference “Organic food and farming: Towards partnership and action in 
Europe” in Copenhagen 2001 and subsequently, the EU Council invited the Commission, Member States and 
other stakeholders to set up a number of working groups to develop a draft plan (European Commission, 
2003d). The action plan was thought to be an attempt to integrate all policies affecting organic farming 
(Häring et al, 2004). The work resulted in December 2002 in the working paper “Analysis of the possibility 
of a European Action Plan for organic food and farming”, which listed issues for further reflection. Some of 
these were: 
• developing and facilitating various systems for organic produce sales 
• targeting organic farming to environmentally sensitive areas 
• encouraging the exchange of technical information 
• ensuring that CAP supports the development of organic farming 
• ensuring traceability and organic food authenticity 
(European Commission, 2002a)  
 
The paper was followed by a debate in the Council in 2002, and in February 2003 the paper was put online to 
encourage public debate and comments. The consultation document contained 12 questions on 12 issues. The 
results of the online consultation were about 700 additional comments to the text (European Commission, 
2003d).  
 
 
 
 
 
 
 
 
 51
 
Figure 2: Response to questions 
Source: European Commission (2003d) 
 
The latest development is, that the Commission held a hearing in January 2004 with a wide range of 
participants. During the hearing some of the following demands for the coming Plan were raised: 
• Means for educating the consumer  
• Fair and clean standards set by a transparent and inclusive process 
• No GMOs 
• More research into further development of organic farming 
• Increased capacity building (both in terms of advise as well as infrastructure) 
• Introduction of a coordinated and obligatory support structure for conversion and on-going 
payments. 
(Blake, 2004) 
 
Danish Research Centre for Organic Farming (DARCOF) criticises the working papers as maintaining a 
perception of organic agriculture as being a niche production instead of a realistic alternative to the 
conventional production (DARCOF, 2003). The Committee on the Environment, Agriculture and Local and 
Regional Affairs supports this argument and adds that: “the document lacks an in-depth analysis of the 
necessary revisions the CAP might have to undergo if organic farming is to be supported more strongly as 
identified in the Copenhagen Conference and by key stakeholders NGOs” (Pereira, 2003). The Committee 
proposes that a European Charter for Organic Food and Farming be produced.  
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The Commission will prepare the final Action Plan in the shape of a Communication to the Council and the 
Parliament during 2004 (EU Commission, 2003d). At the deadline of this thesis (ultimo May), the Action 
Plan was not finished, which unfortunately means that it has not been possible to discuss the final results.  
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4.6. Future Directions of the CAP 
 
While most EU-15 countries need to correct the unwanted elements of their agricultural sectors in order to 
fulfil the future demands of the CAP, many CEECs have a unique opportunity to form an agricultural 
production system, which take into consideration the future direction of agricultural support payments. The 
CAP reforms represent the first steps towards a fundamental change of the support payments for European 
farmers, and many factors indicate that further steps will be taken in the years to come. 
 
The 2003 reform was decided upon just two months prior to the WTO meeting in Cancún, Mexico. The 
agreement to shift a major part of the 1st pillar support to direct payments decoupled from production or to 
rural development measures, meant that the support payments could be moved from the WTO amber box to 
the green box. By doing so the EU countries believed that they could continue the high level of support to the 
agricultural sector. However, at the Cancún meeting, disagreements about the future of the agricultural 
support in the developed countries led to a breakdown in negotiations. The disagreements especially evolved 
over the unlimited support opportunities through the green box. Developing countries argued that isolated 
measures under the green box are not trade distorting, but that the cumulative effect of the large amounts 
spent does distort trade at an unacceptable high level (WTO, 2004). 
 
Another driving force in terms of permanent pressure for further changes of the CAP is the enlargement 
process of EU with its drastically increase in agricultural productions entitled to support. The result of the 
2003 reform is a paradoxical situation, where the new Member States have to implement the full EU 
common agricultural acquis and thereby receive a gradual increase in direct payments, while EU-15 at the 
same time is launching a gradual decrease in direct payments. What happens in 2013, when the CEECs reach 
the EU-15 level is hard to tell, but most likely the CEECs will have to begin the same process of decreasing 
direct payments. 
 
This will be the case if the most progressive of the EU politicians have their way and starts the process of 
phasing out support payments. Some Ministers of agriculture argue that the high levels of support are 
outdated and do not meet the wishes of taxpayers. Among those is the Danish Minister of Agriculture, who is 
disappointed about the results of the 2003 reform, and wish to see the CAP support system abandoned over 
time (Danish Ministry of Food, Agriculture and Fisheries, 2004). It must be noted, however, that while many 
politicians agree on the abolishment of the support systems, their reasons for doing so differ.  
Some clear trends for the future of the CAP can be identified on basis of the reforms and the external 
pressure from WTO: 
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With the reforms of the CAP, more and more decisions in the agricultural sector are left to national 
governments to decide. In relation to the new Member States this means that there are relatively wide 
opportunities for an elaboration of a more progressive national agri-environmental policy, which will still be 
entitled for CAP support. 
  
Environmental demands to conventional agriculture will increase. Although the demands under cross-
compliance are at present not fully defined, cross-compliance offers an important framework for future 
limitation of conventional production. Support possibilities for organic agriculture will increase as the 
relative importance of the 2nd pillar is strengthened through modulation. 
 
Our assessment is that it is likely that the CAP support system will substantially reduced over time, but this 
is a very long-term prospect considering the lack of progressiveness of the last reforms. The time frame very 
much depends on WTO negotiations and the success of lobby groups, and it is an open question whether the 
CAP framework can and will maintain the objective of a stabile total payment support until 2013. In this 
context it is most likely that the direct payments given through the 1st pillar of the CAP will be the first to be 
cut since these are already subject to modulation and have no relation to environment other than the basic 
principle to be obeyed by cross-compliance.  
 
These future trends of the CAP are very important for stakeholders in the new Member States to be aware of, 
since they have the chance from the out-set to form an agricultural sector, which meets the EU and WTO 
demands that can be expected in the long run.  
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4.7. Sub-Conclusion 
 
During the reforms of the CAP, it has been a general trend that the support payments coupled to production 
have gradually lost their relative importance and been replaced with an increase in decoupled support and 
support through the 2nd pillar of the CAP. Most political changes have been in favour of a transition towards 
a more environmentally friendly agriculture, even though the original intentions with the reforms of 1992 
and 2000 have been somewhat watered down. This makes it clear that these reforms have not paved the way 
for a progressive transition. Demands like co-financing of agri-environmental measures and the option to 
only implement stricter environmental policies on a voluntary basis have kept many of the most intensive 
productions untouched by the reforms.  
 
The 2003 reform went further since it proposed an overall shift in the 1st pillar from the traditional support 
system to a single decoupled farm payment based on historical support levels. Although, this is the overall 
intention, the reform process has been seriously handicapped by the option to keep 40 per cent of the 1st 
pillar support coupled to production. Furthermore the support under the 2nd pillar is still conditioned upon 
national co-financing. This means that the actual implementation of 2nd pillar measures can vary greatly 
between Member States both in terms of the measures that are prioritised as well as the allocation of funds. 
By the means of modulation a financial shift from the 1st to the 2nd pillar of the CAP has been initiated. The 
overall process of the shift is, however, only taking place by low percentage steps. Although the process will 
only happen slowly and gradually, it is a clear sign to all farmers and the new Member States, that the CAP 
is finally taking a new direction. In addition to the decrease in 1st pillar payments, these are made conditional 
upon a certain environmental performance (cross-compliance), and it is possible for national governments to 
collect 10 per cent of the direct payments in national envelopes and re-distribute these funds to e.g. organic 
farming. An organic action plan is under preparation, which among other things targets CAP possibilities for 
better support. 
 
The 1st pillar of the CAP is still biased toward intensive production forms, and organic farmers on average 
receive 18 per cent less support per hectare. The shift to direct payments will not alter this situation since the 
calculation is based on historical support levels. It will, however, become easier for conventional farmers to 
convert to organic production, since their support levels under the 1st pillar will remain the same regardless 
of production form. The exemption from the set-aside scheme could be seen as a recognition of the 
extensification values of organic farming, and it will be an advantage for organic farmers.  
The modulation of funds from the 1st to the 2nd pillar of the CAP will also be in favour of organic farming as 
an increase in the payments related to the 2nd pillar potentially will increase the overall support for organic 
farming. Today the total support for organic farming per hectare (both 1st and 2nd pillar payments) is already 
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20 per cent higher than for comparable conventional farms. Agri-environmental schemes offer the best 
opportunity to support organic agriculture, and with the 2003 Reform the EU co-financing has been raised by 
10 per cent. However, alternatives to organic agriculture such as Integrated Production can in many cases 
fulfil the same demands under the agri-environmental schemes.  
 
With the SAPARD support for the acceding countries the EU has shown that they wish to prioritise measures 
under the 2nd pillar of the CAP. However, SAPARD support has not proven very effective in relation to the 
implementation of agri-environmental schemes. Only 0-5 per cent of the SAPARD funds have been used at 
agri-environmental schemes. This is in part due to the lack of institutional considerations with the 
programmes, and lack of priority by national governments. During the pre-accession period no direct support 
under the 1st pillar of the CAP has been given to the CEEC countries, which also gives an indication of the 
future direction of the CAP. 
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5. The Development of the Organic Market in the EU 
The organic production in the EU-15 has been on the increase since the mid 1990s, but the European market 
is far from homogenous both in terms of demand and supply and the level of maturity of the individual 
sectors. The reason for this is that national governments have applied different strategies in the promotion of 
the organic products. The leading countries in the development of organic farming (in terms of the 
percentage of organic to total land area) have experienced strong policy support for organic farming. Due to 
this fact that the sector is highly regulated and supported through both European (CAP) and national 
schemes, it would be misleading to make a market analysis that only focus on consumer preferences.  
Therefore this chapter will firstly make a “snapshot” of the situation in Europe (EU-25) in terms of where 
and what is produced. Then a number of central issues, which we have identified as being central to the 
functioning of the market (differ in EU-15 and CEECs) will be examined, and finally the chapter will shortly 
introduce some of the national strategies, that have been applied in Europe. The purpose of the chapter is to 
determine the extent to which the European market supports the development of organic agriculture. 
 
5.1. The Production size and Area 
While still small in absolute terms, growth rates within the organic sector in Europe are positive, and organic 
farming actually represents an exception within European agriculture being a growing sub sector 
(Duchateau, 2003). In 2000, the area devoted to organic farming covered 3.8 million ha in the EU-15, while 
in 1998 it covered only around 2.3 million ha. This represents an increase of 67 per cent over the period 
1998-2000. The organic farming area reached 3.0 per cent of the total Utilised Agricultural Area  (UAA) of 
the EU-15 in 2000, up from only 1.8 per cent in 1998 (Duchateau, 2003). By the end of 2002, more than 5.5 
million hectares were managed organically by more than 160.000 farms in the 25 countries of the European 
Union. This constituted almost 3.4 per cent of the agricultural area and 1,7 per cent of the farms in the EU. 
Compared to the previous year, this was an increase of 9 per cent in the 25 European Union countries, 
mainly due to strong growth in France, Spain and the United Kingdom (EISFOM, 2004).  
 
As table 6 shows, the European market cannot be seen as homogeneous and considerable differences exist in 
relation to the total organic area, no. of ha. and growth experienced. For example, in 2001 the percentage of 
total UAA ranges from 0,7 in Ireland to 8,4 in Austria. The table shows that Italy has shown the most 
impressive development in the EU. Other countries, which have experienced a rapid development, are 
Austria, Finland, Denmark, Sweden and the UK (Häring et al, 2004).  
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Table 6: Organic land area in the years ending 1993 and 2001 (ha and percentage) 
 
Source: Häring et al (2004) 
 
Table 6 does also show that growth has taken place in the accession countries. Strongest growth, both in 
terms of land area and percentage of total UAA can be seen in the Czech Republic (up 8 per cent to 35,136 
ha in 2002), but Slovakia, Hungary, Slovenia and Poland also represent growth centres and, despite a later 
start, have achieved proportions of total UAA similar to existing member states (Häring et al, 2004). The 
Czech Republic has the largest amount of organic farmland in the region with 218.114 hectares, comprising 
5,1 per cent of total farmland in the country.  
  
Similar to differences in relation to the production size and growth in the individual European countries, it is 
also very different, which sectors and products the countries concentrate on. Figure 3 shows the average 
organic plant and animal production. 
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* Plant production includes: Cereals, oilseeds, potatoes, vegetables, fruits and wine 
** Animal production includes: Milk, beef (incl. veal), sheep and goat meat, pork, poultry and eggs 
Figure 3: Average organic plant and animal production 
Own calculations based on Hamm et al (2002) 
 
When looking at the figure, it is noticeable that the organic production data presented as a share of total 
(organic and conventional) production are much lower than the organic share of the UAA. One of the 
reasons for this is that organic is less intensive than conventional agriculture and yields are much lower 
(Hamm et al, 2002). Furthermore, organic agriculture is often concentrated in the less favoured areas of 
Europe with a lower yield potential and the number of animals per hectare UAA on organic farms is lower 
than on comparable conventional farms (Hamm et al, 2002).  
 
It must be noted, however, that statistical data for some countries are insufficient (especially Greece and 
Portugal), and big differences within each production form exist. For instance, while average organic plant 
production in Denmark on average accounts for 3,3 per cent of total plant production, the organic vegetables 
production accounts for 15,9 per cent of the total vegetable production (Hamm et al, 2002). Similarly, in 
Austria, the average organic animal production accounts for 6,9 per cent of the total animal production, with 
the sheep and goat meat sector, 18,3 per cent is organic. While there are big statistical uncertainties, the 
figure does indicate some trends in the organic production. For instance, if the organic plant production share 
of total production exceeds the organic share of UAA, this indicates that the organic sector in a country is 
specialised in the production of these products (i.e. Denmark’s animal production). 
  
5.2. The European Market  
It is important to note that the production area does not always correlate with market share. For example, 
while Italy has by far the largest organically cultivated land area in Europe, it is Germany, which constitutes 
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the biggest market in retail sales. Such discrepancies may be due to the fact (as noted above) that even within 
organic farming the intensity of land use varies widely. Large areas used for sheep production are typical in 
some Italian regions. Also of importance is the fact that Italy exports a large part of its organic products and 
had only a small domestic market until 2000. Per capita spending in Italy is far less than in most other 
European countries, especially Denmark, Switzerland or Sweden (see Tab. 7). Other countries do not 
produce sufficient quantities for their domestic market and import large shares of their organic consumption, 
the most prominent example being the UK, where for example approx. 80 per cent of organic cereals and 
fruits and approx. 60 per cent of organic vegetables are imported (Häring et al, 2004). 
 
Table 7: European market for food and beverages 
 
Source: Häring et al (2004) 
 
In relation to the consumption, it is interesting to note that in 2000 fruits and vegetables constituted the 
majority of organic food consumption (58 per cent), while meat and dairy accounted for 19 per cent. Other 
product groups comprising of bread, cereals and soft drinks made up the rest (22 per cent) (Euromonitor 
International, 2000). Within Europe several differences exited however. According to Wier and Calverley 
(2002), the highest market shares for organic fruit and vegetables were observed in countries positioned in 
Southern and Western Europe. Bread and cereals were the most important organic food products in central 
European countries, and dairy and meat products were of particular importance in the Alps and in 
Scandinavia. 
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5.3. Demand/supply Balance 
In some countries the demand for organic meat products rose after food scares such as BSE, which in turn 
meant that there was an increasing demand from the supermarkets for organic meat. This development 
encouraged many conventional producers in Europe to convert to organic production methods. In Germany, 
the appearance of several “mad-cow-diseases” at the end of 2000 also helped put organic food on the 
political agenda, where the aim is now to reach a market share of 20 percent within the next ten years (Bruhn 
and von Alvensleben, 2001).  
 
The increased conversion rate caused, however, too large organic meat volumes to come into the market 
resulting in slowing growth rates (Organic Monitor, 2003). Bruhn and von Alvensleben (2001) argue that 
one of the reasons for this tendency was that the impulses on the organic food market caused by this special 
food scare and accordingly the reactions of the customers were only short-lived, as the consumers “forgot” 
the issue very fast. The situation has, however, meant that some oorganic meat suppliers have had to 
alleviate excess capacity to export markets. However, these opportunities are now also drying up as more 
countries become self-sufficient in terms of organic meat supplies.  
 
Oversupply is not an isolated problem in the organic meat industry. A short-term overproduction of 
perishable products (such as vegetables and fruits) also occurs in small and volatile markets, where the 
collecting and processing industry is not working well. Oversupply often results in organic products being 
sold as conventional, and a high percentage of organic products sold as organic can therefore be seen as an 
indication of a well-functioning market. In EU (15) the weighted averages for cereals, potatoes and 
vegetables exceeded 90 per cent, which suggests that markets operate well in these commodities. The 
percentages were much lower for fruit and wine with 72 and 71 per cent respectively. In relation to organic 
animal products big differences were identified in the individual countries: In Denmark only 41 per cent of 
organic milk was sold as organic indicating oversupply, whilst 95 per cent of pork meat was sold as organic 
(Hamm et al, 2002).  
 
5.4. Consumer Choice 
To avoid oversupply and understand the potential of any organic food, it is essential to gather some insight 
into the consumers’ perspectives. A number of studies exploring consumer attitudes to organic foods 
undertaken in various countries have identified health, food safety, environmental concerns and a better taste 
as principal factors promoting the purchase of organic food (Wier and Calverley, 2002; Giovannucci, 2003; 
Torjusen et al, 2004; Hallam, 2003). However, the extent to which these factors differ amongst consumers, 
according to various demographic criteria and over time, remains under- researched.  
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 Moreover, the demand for organic products must be seen in relation to both price levels and the relative 
proportion of income that is usually spent on food consumption in specific countries (Torjusen et al, 2004). 
For example, consumer price premiums for organic vegetables and fruit in some accession countries were 
relatively low due to the lower income levels of the consumers (Hamm et al, 2002).  
 
Many studies are interested in consumers’ “willingness to pay” (WTP) i.e. how large a premium price 
different groups of consumers are willing to pay for different sorts of products. It will obviously be the case 
that those consumers, for whom organic values mean most, are also those willing to pay relatively more for 
these products. Hence, willingness to pay a premium price is often interpreted as an effect of personal values 
(Wier and Calverley, 2002). Moreover, econometric estimations reveal that price sensitivity in demand for 
organic products is high, compared to other food demand studies (Hallam, 2003). Thus, it appears that 
organic products respond much more to price changes than do conventionally produced products. This may 
be due partly to the fact that the organic and conventional products are close substitutes, and may partly 
indicate that organic products, often newly introduced on the market, may be subject to more price 
comparison (Wier et al, 2003).   
 
Research by Giovannucci (2003) shows that consumers will choose an organic product over a conventional 
one if the price is the same or only marginally different and other factors are equal. However, organic foods 
typically command a price premium (much) over conventionally produced foods at the producer level, which 
is carried forward to the retail level. The price premium is a result of the higher production and distribution 
costs associated with organic products, and the tendency for demand to exceed supply. According to Hamm 
et al (2002), the EU average for consumer price premiums in 2000 varied from 31 per cent for organic red 
table wine up to 113 per cent for organic chicken. Price premiums also varied between different countries, 
and distribution by sales channels played an important role in this regard. In countries where general food 
shops were very active in the marketing of organic food, consumer price premiums were usually lower than 
in countries where organic food shops or direct sales provided the main channels.  
 
One way of reducing the price premium is by achieving economies of scale, as some research suggests that 
the average price premium is reduced by increasing volumes and increasing sales through supermarkets (in 
Wier et al., 2003). However, a large-scale production could threat the underlying principles for the 
production. Furthermore, credibility can be weakened with long transportation distances, as the production is 
closely related to the principle of subsidiarity (Wier and Calverley, 2002). However, this does not seem to be 
a major problem, as many organic producers themselves argue that in order to compete, some adaptation to 
market demands is necessary (Hedegaard in interview, 2004).  
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5.5. Labelling  
Certain studies indicate that clear and unmistakable labelling is one of the most important conditions for 
buying organic foods, and clear recognition is a prerequisite if organic products are to escape from niche 
product status (Wier and Calverley, 2002; Hamm et al, 2002). Labelling indicates a standardisation of 
products according to specific criteria. As such it plays a crucial role in mediating all communication from 
producers to consumers that takes place outside of the context of face-to-face trading. Since only a very 
small proportion of organic products are distributed directly, in a manner that involves face-to-face contact 
between organic producers and consumers, organic labels are of great importance. One can say that organic 
labels and the labelling system as a whole become a concrete expression or symbol of the organic sector, its 
regulation and the mode of organisation associated with it (Torjusen et al, 2004). 
 
For the consumer, the label will have central significance for how products are judged and for the qualities 
ascribed to them. Just as the branding of food products serves as a means of identifying products which are 
associated with the image of a particular firm, so an organic label functions as a means of identification with 
regard to organic foods. At the same time, it serves as a symbol of regulation and of the public discourse 
associated with these products (Torjusen et al., 2004). 
 
Until recently, there was no common European label for organic products. This posed a problem for 
consumers trying to separate pseudo-organic and "environmentally friendly" products from authentic organic 
products. Products have emerged that claim to have  “integrated pest management” or to be “grown without 
chemicals”. How consumers respond to these labels, and to what extent they accept them as equivalent to 
organic depends on how well consumers understand what “organic” means.  
  
This means that that the effectiveness of an organic label to a wide extent depends on environmental 
awareness on the part of the consumer. Environmental awareness can be defined as the knowledge and 
understanding of the ecological consequences (e.g. pollution, waste...) of individual consumer behaviour 
(purchase, consumption, use and disposal of products) and the willingness of consumers to adopt attitudes 
and behaviour that are geared towards solving environmental problems. In Sweden and Denmark 
environmental NGOs, consumer groups and the media have contributed to increasing consumer awareness of 
environmentally preferable products through consumer awareness-building campaigns of various kinds 
(OECD, 1997).  
 
While the common European label has not yet been formally implemented, some countries have had a 
national organic label for several years, such as Denmark, Sweden, The Netherlands, France, Germany, 
Switzerland and Austria (Wier and Calverley, 2002). The Danish certification label, which is controlled by 
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the Danish state, is well known to over 90 per cent of all consumers (Hamm et al, 2002). In most countries, 
however, there are many competing labels. This has been a problem in Germany, for example, where 
consumers have had great difficulty identifying the authenticity of organic products. There is a confusing 
multitude of different organic labels in Germany, which led to the decision in 2001 to introduce a national 
public organic label by means of a two-year campaign. This label will hopefully make it possible to 
overcome one of the most substantial barriers to the German market (Wier et al, 2003).  
 
5.6. Retailing 
As described above, there are substantial differences among the European countries in their consumption of 
organic food, and these differences cannot be explained solely by differences in consumer preferences. In 
Denmark, consumption of organic foods was low until 1993, where the general market share of organic 
foods being less than 1-2 per cent (Wier and Calverley, 2002). Until 1993, the main driving force behind the 
expansion of the organic foods market was government subsidies. However, in 1993, one of the largest 
supermarket chains in Denmark launched a campaign that offered reduced prices on organic products. This 
was followed by television and newspaper advertisements, and this enhanced both sales and awareness of 
organic food products. Sales of organic foods in this supermarket chain doubled between 1993 and 1994 
(Nørfeldt, 2000). This marketing offensive is often claimed to have greatly influenced, or to have “kick-
started”, the organic market and organic consciousness in Denmark (Torjusen et al, 2004). Thus, while 
subsidies were a driving force behind the development of the organic market until 1993, demand orientated 
forces lie more strongly behind the development since then (Wier and Calverley, 2002). 
 
This assessment is supported by Padel et al (2003) and Hallam (2003) whom argue that the expansion of the 
market for organic food is (among others) linked to the shifts in the structure of retailing. The market for 
organic foods has moved increasingly into mainstream marketing and distribution channels. Whereas just a 
few years ago organic products could only be bought in specialist shops, today they are readily available in 
the major supermarket chains and the organic products have in this way been brought to a wider market. A 
total of 85 per cent of all organic goods in Sweden and Denmark are today distributed through conventional 
sales channels and 75 per cent in the UK, and the majority (85-95 per cent) of these sales pass through 
supermarket chains. In Austria and Belgium 60-65 per cent of all organic goods are distributed through 
conventional channels. A considerable proportion of these sales, however, pass through smaller conventional 
speciality shops (Wier and Calverley, 2002).  
 
The growth of organic sections in supermarkets have been particularly advantageous for livestock products, 
as outlets, which had previously traditionally sold organic products — health food stores and farm markets 
— frequently do not have adequate refrigeration and storage capacity to handle and present meat and dairy 
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products (Hallam, 2003). Within Western Europe as a whole, supermarkets accounted for 51 per cent of 
revenues from the sale of organic dairy products in 2002 (Organic Monitor, 2003).  
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Figure 4: The European Market for Organic Meat Products: Sales Breakdown by Channels, 2002 
Source: Organic Monitor (2003) 
 
The highest share of supermarket sales, over 90 per cent, of organic dairy products are in Scandinavia. For 
meat, a similar situation prevails. For example, in Ireland and the UK three-quarters of the sales of organic 
meat are made via supermarkets. All countries, however, have not followed this trend. For example, in 
Germany and the Netherlands the principal retail outlets for organic food are specialised food shops — many 
of which may resemble supermarkets in terms of presentation and display facilities (Hallam, 2003).  
 
The growing importance of the supermarkets has, however, implications for some suppliers of organic foods. 
Supermarkets prefer to sell organic fresh produce year-round, with a homogeneous quality and regular 
supply. This means that the requirements to the organic producers are increasing, and will pose a problem to 
some organic farmers, who produce special products in small units (which are quite common amongst 
organic suppliers). Furthermore, problems can arise in relation to highly processed goods, where bottlenecks 
could occur at many stages of the production process (Wier and Calverley, 2002). However, the situation can 
also provide considerable rewards and income guarantees for those organic producers who do meet the 
standards and can operate at the supply side of such chains (Hallam, 2003). 
 
5.7. The Role of Government Policy 
Most of those arguing for further government assistance for organic agriculture do so on the basis that 
organic farming provides wider benefits beyond the immediate effect on the farmer (Lampkin, 2003) Many 
claims have been made for organically produced foods, based on factors such as food quality and food 
safety, animal welfare, support for rural communities, fair trade, and benefits for the environment. While 
many of these claims are disputed (IMV, 2004), and not all of the benefits have public-good characteristics, 
we argue, that they provide a sound justification for government support for organic agriculture.  
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 Moreover, the organic sector can be regarded as an infant industry, for which support can be justified in 
terms of expanding consumer choice and allowing the industry to develop to a point at which it is able to be 
independent and compete in established markets. Although both justifications can be seen to be utilised in 
most countries, the first is more typical of some Scandinavian and Central European countries (e.g. Sweden, 
Finland, Austria) while the second approach is reflected in the Dutch focus on supply chain initiatives and 
the UK’s unwillingness historically to support farms beyond the initial conversion phase (Lampkin, 2003). 
 
These main justifications for supporting organic farming can be seen to be linked to the general issue of 
market failure, although unlike other agri-environmental policy measures, organic farming has developed a 
strong reliance on markets and consumer willingness to pay in support of its broader objectives. In recent 
years, it can be argued that this strategy has been so successful that there may be significant risks associated 
with the market for organic products becoming an end in itself, rather than a means to achieve broader goals 
if benefit to society as a whole. The challenge to policy makers is to develop a mix of policies that can make 
effective use of the market, while at the same time allowing organic agriculture to remain true to its original 
aims, thus maximising the broader benefits to society (Lampkin, 2003).  
 
The positive perceptions of the potential of organic farming led to the introduction of support programmes in 
various European countries starting in the late 1980s. As noted in the CAP chapter, Denmark was the first 
country to introduce a national support scheme in 1987, which covered financial assistance to producers 
during the conversion period as well as the development of a market and extension and information support 
(Lampkin et al., 1999). In 1993, the first Danish Action Plan was produced, which was followed by an 
Action Plan II in 1999 (Ministry of Food, Agriculture and Fisheries, 1999). The plan was drawn up in 
cooperation with multiple partners and contained 85 recommendations targeting demand and supply, 
consumption and sales, primary production, quality and health, export opportunities as well as institutional 
and commercial catering. The plan had a specific focus on public goods and policy issues, with 
recommendations aimed at further improving the performance of organic agriculture with respect to 
environmental and animal health and welfare goals, including research and development initiatives, 
administrative streamlining and policy development (Ministry of Food, Agriculture and Fisheries, 1999). 
 
Germany was the first country to introduce in 1989 support for the German “Federal Programme for Organic 
Agriculture” was introduced (presented in Lampkin, 2003). This Programme is not strictly an action plan, as 
it does not aim to integrate or modify policy measures that are already in place, but seeks instead to create a 
new information programme targeting all elements of the supply chain, from the input suppliers through 
producers, distributors, processors and retailers to consumers. Substantial funding (EUR 70 million in 
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2002/2003) is directed at the key elements, including web-based information resources, research, training 
and demonstration activities, with the major share of funding targeted at consumer information campaigns. 
 
In contrast to the mixed approach in Denmark with an emphasis on both market development and the 
delivery of public goods and the dominant information focus of the German action plan, the most recent 
action plan in the Netherlands (Ministry of Agriculture, Nature and Food Quality, 2000) “An organic market 
to conquer” reflects the very strong demand/supply chain focus of Dutch policy, which targets 10 per cent by 
2010. The plan argues that this goal cannot be achieved simply by government measures to stimulate supply. 
The market players, including consumer and social organisations “must rise to the challenge” and cooperate. 
The plan also aims to reach new, less ideological consumers and to retain consumer confidence through 
effective certification procedures, but it also recognises the need for continuing research and information 
dissemination initiatives. In contrast to other countries, the policy includes the phasing out of supply 
measures including direct payments, with support for conversion available for the last time in 2002.  
 
The differences in government support and range of priorities mean that there is now no single common and 
homogenous market for organic food within Europe, and the individual national organic markets are at 
different stages of their development (see Padel et al, 2003 for further discussion). The variability in both 
conditions and payment rates between countries is, however, leading in some cases to market distortions and 
unfair competition, and there is a need to create a “level playing field”, which is also one of the goals of he 
coming Organic Action Plan. In some cases, the focus on supply-side (push) policies to encourage 
conversion is seen also as potentially conflicting with the need to ensure stable market development, leading 
to an increased emphasis on demand-led (pull) policies (Lampkin, 2003). Therefore, some researchers argue 
that the stimulation of the market must mainly depend on marketing activities of the suppliers (Bruhn and 
von Alvensleben, 2001).  
 
5.8. Issues in Relation to the Central and Eastern European Countries  
As noted in the first chapter, there is a growing market for organic products in the CEECs. Many farmers in 
CEECs seem to have been preparing for EU accession with organic farmland increasing substantially the last 
years. Some of the increase in organic farmland in CEECs has been export-driven with considerable volume 
of organic cereals and vegetables exported to Western European countries (IFOAM, 2004). The Czech 
Republic, which is among the “first wave” of accession countries to concentrate on organic agriculture, has a 
well-functioning cereals market, owing much to the high level of export (Hamm et al., 2002).  
 
While the export strategy has lead to an increase in the production in some CEECs and lower prices for some 
products in Western Europe, the strategy is not without problems. One of the problems is that the trade of 
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organic products between Western Europe and CEE countries will, of course, not be unilateral. The majority 
of organic foods produced in the accession countries are primary products and there is a lack of organic food 
processing activity. Recognising this, organic food companies in Western Europe will be targeting CEE 
markets. Some German firms have already made inroads into the Czech and Hungarian markets and they are 
expected to expand their market presence now that trade barriers have been removed. Moreover, slowing 
market growth rates and overcapacity in some sectors of the Western European organic food industry could 
allow excess capacity to be alleviated to the East (Sahota, 2004).  
 
In addition, the export strategy has meant that the products produced do not fit the local market needs, and 
the prices are kept too high for local consumers. This can become a real trap, since organic producers aim to 
achieve the maximum returns they can (Frühwald, 2001). Some researchers therefore note that only those 
countries that succeed in developing a domestic market for organic products will be able to produce 
independently of importing countries and of pricing pressure (Reuter, 2003). We will look more into this 
issue in the Lithuania analysis.  
 
The success on the national market, in turn, ultimately depends on the acceptance of the products by the 
consumers. Currently, a common problem within almost all of the CEE countries is that there is little 
consumer interest for organic products (Padel et al., 2003).  In fact, even where there is an interest recent 
polls have made it clear that this is more due to personal health concerns than worries about environmental 
damage (Frühwald, 2001). This is also the case in Lithuania. 
 
The health dimension to organic products is also reflected by the fact that the majority of organic produce 
sold in CEE countries is from specialized shops that deal with health food products (Padel et al, 2003). 
Customers of these shops are generally more conscious about the certification systems and care more 
whether a product is certified organic or not. In general, however, most consumers do not know what organic 
really means. For instance, 70 per cent of people asked said they appreciate chemical-free food, however, at 
the same time, only 30 per cent answered they would like to consume organic products (Frühwald, 2001).  
 
5.9 Summary 
Although increasing production has been observed in absolute terms, the organic farming sector is still 
covering only about 3-4 percent of total agricultural land area in the EU, and as it is today there is no single 
common and homogenous market for organic food in Europe. The national organic markets within EU are at 
different stages of development, but all country experts, however, agree that the organic market is still a 
market with potential for growth.  
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 Investigations have shown that variable quality, poor availability, consumer confusion regarding labelling 
and product identification, and consumer unwillingness to pay a price premium are playing a vital part in 
restricting demand for organic products. Greater potential for growth was seen if consumer prices are 
reduced through increased economics of scale achievable through larger industrial scale production, although 
experts also highlighted the danger that this might conflict with the high ethical requirements and 
expectations of organic products.  
 
Furthermore, it is crucial that consumers can identify the food as organic or else they will not be willing to 
pay a premium for it. Thus, establishing a well-known and trusted labelling system is essential. Second, 
future expansion requires increased supply in supermarkets, which are able to reach a wider range of 
customers. Costs, promotion, and distribution channels will likely be the key deciding factors if organics are 
to reach a larger audience, especially a mass audience. In the CEECs, the development of the home markets 
(a larger supply of organic products), a certified processing industry, information campaigns and 
development of trade channels are necessary to ensure a harmonious development. 
 
5.10. Sub-conclusion 
The market for organic food is still relatively small and is relatively susceptive to oversupply in some sector, 
at least at particular times and locations, which can result in organic products being sold as conventional. In 
general, the demand for organic products is, however, larger than supply especially in emerging markets, 
which implies that the market does support the development of an organic sector. The issue for policy 
makers is now to balance supply (push) and demand (pull) initiatives to achieve sustainable development of 
organic agriculture. Action plans provide one route to achieve this and are being applied with varying 
degrees of success and ambition in different countries. For the CEECs the range of approaches adopted 
illustrates, however, that it will be very difficult to identify the most optimal strategies for a further 
development of their organic sectors. 
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6. Analysis of the prospects for organic agriculture in Lithuania 
6.1. Introduction 
Historically the Lithuanian government has had a strong interest in supporting environmentally friendly 
farming methods, including organic agriculture, due to the nitrate-sensitive areas in the country. It is, 
however, a major question, whether the political support will go beyond these concerns and promote organic 
agriculture in other areas seen in the light of EU accession, where competitiveness is seen as the main goal 
for the agricultural sector. We argue that Lithuania has an opportunity to achieve its 15 per cent goal, if a 
number of factors form a synthesis and the political will is present.  
 
This chapter aims to analyse some of the factors that we find are essential for the development: Firstly, the 
development is highly dependent on the extent to which the structure and economy of the agricultural sector 
can be used in favour of the organic sector. Secondly, it is important that the planned agri-environmental 
schemes, which must be implemented as part of the RDP, are prioritised in term of funding and political 
commitment and that the required institutional capacity needed to administer the schemes is achieved. 
Finally a well-functioning market (with demand-supply balance) must be developed, which requires major 
investments in the sector.  
 
The above factors are all interrelated but in order to structure this analysis, we have separated the chapter 
into three main parts: “Structural and economic development”, which also includes an analysis of the 
environmental situation in the country and the status quo for the organic production; “The implementation of 
the CAP”, which examines the implementation of SAPARD and the RDP as well as the problems with 
institutional capacity in the relevant ministries and finally; “The development of the market” which looks at 
the main issues in relation to a further promotion of the sector. The findings of the three chapters are 
summarized in a SWOT matrix, which identifies central strengths and weaknesses. Some of these (as well as 
central Opportunities and Treats from the previous chapters) are then discussed in a final chapter in order to 
finally determine the potential for the organic sector in the country. 
 
 71
6.2. Structural and economic development  
 
Agriculture has been the primary economic activity in Lithuania for most of the last centuries (Budvytiene et 
al, 1996) and Lithuania today has an area of 65,300 km², of what 53.4 per cent is utilised agricultural area 
(European Commission, 2002). Like in most other CEEC’s, Lithuania is facing dramatic changes in the 
agricultural situation with agricultural reforms and the implementation of the acquis. This situation means 
that a new road towards environmentally friendly agriculture could be taken, which should include the 
development of the organic sector. In order to investigate what it will take at the national level to achieve the 
15 per cent goal, this first part of the Lithuanian analysis will examine several issues: The development of 
organic farming up till now, the structural and economic changes that have taken place and finally the 
environmental impacts of agricultural production.  
 
6.2.1. Organic agriculture 
Increasing health awareness and environmental concerns became a central part of the public opinion during 
the 1970s and 1980s in many European countries, and Lithuania was not an exception even though it was 
still under Soviet rule (1940-1991). Thus, the starting point of organic farming in Lithuania arose in the 
aftermath of growing concerns aimed at contaminated drinking water (Budvytiene et al, 1996).  
 
From 1987 to 1993 the national environmental pilot programme “Tatula” were carried out with the aim of 
developing a scheme for groundwater protection in one of Lithuania’s most sensitive areas – the Northern 
Karst3 region. Nitrate concentrations from monitoring sites in the region were at that time recorded well-
above acceptable limits with maximum concentrations of 283 mg N/l (Soil Association, 1998). With the 
Tatula programme relatively strict rules for farming were introduced in local areas and there were in general 
a close similarity to organic farming certification. The promoters of the project wanted to create a model of 
farming, which potentially could be spread to the rest of Lithuania (Gutkauskas in interview, 2003).  
 
On the basis of the experience of foreign countries and the IFOAM (International Federation of Organic 
Agriculture Movements) standards, the first Lithuanian draft of regulation ‘Rules of Bio-Organic Farming 
and Product Processing’ was published in 1994. In 1997, the standard of organic farming and processing of 
ecological products was issued and in order to meet the international standards, the Ministry of Agriculture 
and Health Care founded a specialised (non-profit) institution that certified farms called ‘Ekoagros’. During 
the first stages of certification, Ekoagros was under supervision from the Swedish environmental 
organisation KRAV, whose standards are equivalent to the IFOAM standards of organic agriculture 
                                                 
3 Karst is a term applied to forms of limestone, which are particularly susceptible to groundwater pollution. 
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(Staniszewska & Schnug, 2002). In 2000 Ekoagros received international IFOAM accreditation 
(Staniszewska & Schnug, 2002), and at the Order of the Minister of Agriculture ‘Concerning the Approval of 
Rules of Organic Farming and Certification of Production and Industrial Process of Organic Farming 
Products’ was approved (MoE, 2002).  
 
At the beginning of the Karst project only nine farms were certified organic. Even though the original Tatula 
programme no longer plays a vital role in the promotion of organic farming in Lithuania (Rutkovaite in 
interview 2003), the overall objective of an increasing sector has been achieved (i.e. Fig. 5).  
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Figure 5: Organic land area (ha.) 
Source: Organic Centre Wales (2004) and MoA (2004) 
 
As regard the development of organic agriculture the last couple of years, there has been a radical increase in 
both the size of organic land and the number of organic farms. In 2002 the organic sector grew to the number 
of 393 certified farms corresponding to 8.780 ha., which was an increase of 50 per cent over the previous 
year (SOEL, 2004). The certified area increased nearly three times – from 8.780 ha. to 23.244 ha. – during 
the year 2003 and at the same time the number of organic farms has reached 697. Although, the growth 
during the last years is impressive in terms of per cent, in absolute terms, Lithuania is far from a goal of 15 
per cent organic agriculture of the total utilised area. 23.244 ha. constitute approximately one per cent of all 
Lithuanian agricultural land (MoA, 2004).  
 
The majority of the certified organic farmland is grasslands (45 pct.) and cereal production constitutes 43 per 
cent. The remaining area, which amounts to 12 per cent, is used for growing of vegetables, leguminous grain, 
potatoes, berries, fruit, etc. Organic farms as well as conventional are mostly mixed. They produce different 
production: grain, potatoes, livestock, fodder and other. There are only a few specialised farms that grow 
vegetables, fruit, berries, mushrooms, herbs, etc. (Zemeckis et al., 2001). In terms of processing there are 10 
 73
certified products processing companies producing bread, rye, wheat flower and pine and birch tree oil 
(MoA, 2003). 
 
The biggest part of organic plant production makes grain  (40 pct.), potatoes (25 pct.) and vegetables (12 
pct). The biggest part of organic livestock production makes milk (90 pct.), but the milk (alongside beef and 
poultry) is usually sold as conventional produce without certification label (Zemeckis et al, 2001). There are 
no certified organic livestock processing enterprises in Lithuania up to now.  
 
6.2.2. The Structural foundation of the Agricultural Sector 
Concerning the foundation of the present agricultural situation in Lithuania, the Soviet occupation is more 
important than any other previous period. During the Soviet rule Lithuanian agriculture was highly 
intensified with a huge output of agricultural products and an excessive input of pesticides and fertilizers 
(Soil Association, 1998). Similar to the agricultural development in many Western European countries after 
the Second World War, artificial fertilizers, chemicals and drainage were used regardless of environmental 
impacts. In return the structural development of farming in Lithuania was very different from that in Western 
European countries. Until the dissolution in 1991 the production was mainly concentrated on large-scale 
state-run collective farms, although smaller plots of land were parcelled out for private farmers.  
 
The political changes in the early 1990’s affected Lithuanian agriculture profoundly. As part of the re-
established independence, the state-owned collective farms were split up and restructured into private farms 
trying to counter market forces. Farming structure evolved as a consequence quickly toward small size 
family farms (see Fig. 6). 
 
Figure 6: Distribution of agriculture land by user groups  
Source: European Commission (2002) 
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Figure 6 illustrates distinctly the radical liquidation of state and collective farms and the prosperity of 
especially the family farms. As in other EU candidate countries the large-scale farms have declined in 
number as well as in the share of agricultural land they cultivate. Individual farms have now taken over as 
being proportionally the largest land users. The agricultural companies, which accounted for around 70 per 
cent of the distribution of agricultural land in the beginning of the transition period, have declined to a share 
of approximately 4 per cent (European Commission, 2002). 
 
The radical shift in farm ownership has created the opportunity to re-think the agricultural production system 
as a whole and in this context bring in considerations of farming systems alternative to conventional 
production methods. During the Soviet period there were very limited opportunities for development of 
private farms, and environmental friendly farming systems was not part of the political agenda.  
 
Before the collapse of the Soviet Union, there were 1.125 collective and state farms, which contributed 80-90 
per cent of total agricultural area in Lithuania (Zemeckis et al, 2001). As a consequence of the structural 
changes the average size of farms was only 7.0 ha in 2001 and at the same time the average livestock per 
farm was around 1½ cattle, including just less than one dairy cow and roughly two pigs (European 
Commission, 2002). By 2003 the total number of farms was almost 40.000 and out of this farms with 20 ha 
land or less, constituted close to 80 per cent (i.e. Tab. 8).  
 
Table 8: Grouping of farms by size in Lithuania, 2003.  
Pr. One farm, ha. Number of farms Total land area, ha. 
Less than 10 19.537 103.882 
10-50 18.668 358.684 
50-100 1.135 74.273 
100-150 220 26.423 
150-300 94 18.671 
300-500 23 8.671 
500 and over 7 4.279 
Total 39.684 604.799 
Source: Statistics Lithuania (2003) 
 
According to Mr. Domeika, Director of the Lithuanian Farmers Union, such numbers only take into account 
the registered farms. He estimates that roughly 270.000 farms exist. These unregistered farms tend to be very 
small, with approximately 3 ha on average (Domeika in interview, 2003).    
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Regional differences in farm structure and in production intensity also exist. In general the land in the eastern 
regions of the country is of poorer quality than in the western counterparts, which among other things has 
resulted in a noticeably lower livestock density than in other parts of Lithuania (European Commission, 
2002).   
 
As regards the establishment of a new competitive agricultural sector, the small family farms supposedly 
have to unite, if they are not going to vanish. This is, however, a comprehensive problem in Lithuania, since 
the farmers are very distrustful to the sound of collective farming systems (Domeika in interview, 2003). It 
might become a serious barrier that there are a large number of farmers, who are not prepared to mobilise 
collective action. This implies that the farmers are rather competing for small share of the market segment 
than cooperating for higher achievements, which can be a problem in terms of organising the farmers and 
gathering the necessary capital for investments in storage and processing facilities etc. (Zemeckis in 
interview, 2003).  
 
It is difficult to set out the potential role of organic farming in this context, but in our opinion, the general 
structural changes constitute a suitable starting point for further development of organic farming. 
The restructuring of the agricultural sector in terms of farm sizes and ownership has, according our 
assumptions, made it possible for Lithuanian farmers to make a relatively easy conversion towards organic 
agriculture. In contrast to Western European countries, the major part of Lithuanian farmers has not made 
big investments in conventional holdings, and they are not dependent on intensive use of fertilisers and 
pesticides. This is typically some of the greatest physical barriers for conversion to organic farming in 
intensive agricultural sectors. In addition to this the Director of Farmers Union Lithuania points to the fact 
that the few already very intensive farms in the country are not interested in converting to any form of 
environmentally friendly farming (Domeika in interview, 2003). However, the many small farms can be a 
serious barrier for communicating new rules and regulations and the possibilities in organic agriculture. 
  
It is also a problem for the development of the organic sector that the education level among the farmers is so 
low, as competent organic farmers are often the ones who have been competent conventional farmers in the 
past (Zemeckis in interview, 2003). The general lack of fundamental farming knowledge as well as the 
general lack of information about organic farming are, according to the Chairman of the Lithuanian organic 
certification body, key barriers in developing organic agriculture. In her opinion there should be an 
information-campaign followed up by a greater effort of educational programmes (Rutkovaite in interview, 
2003). 
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6.2.3. Agriculture in the Economy  
In the pre-reform period, agriculture and food production were the second largest sectors of the Lithuanian 
economy, accounting for almost 28 per cent of GDP in 1990. The loss of markets in the former Soviet 
Union, the decreasing domestic consumption, not to mention the adjustment to a new economic environment 
and the complex process of land reform, caused Lithuanian agricultural production to shrink by 50% in the 
first years of the transition period. From 1991 to 1994, GDP created in the agricultural sector decreased from 
6000 mill. Litas4 to around 2200 mill. Litas. In 1995, GDP started to increase slightly, but as it emerges from 
Figure 7, there have been reductions in GDP after 1995 (European Commission, 2002b). 
  
 
Figure 7: Development of agricultural production (1995=100%). 
Source: European Commission (2002) 
 
One explanation for this is that the yield suffers from the lack of farmers’ education and agricultural 
machinery. Moreover, farmers use out-dated technologies and apply relatively little fertilizer and pesticides 
due to the lack of capital. Furthermore, the number of livestock has decreased due to the previous mentioned 
restructuring of the sector and the essential changes in domestic and foreign markets (MoE, 2002). Despite 
the changes in sector, the milk production still dominates the Lithuanian livestock sector and was the most 
important export article in 2002 (Pietarinen, 2003). 
 
Parallel to the decrease in the agricultural production, the Lithuanian agricultural trade balance has also been 
negative from 1995-2000 (i. e. Fig. 8). Lithuania’s agricultural imports rose to EUR 563 million and the 
exports to EUR 438 million in 2000. The agricultural trade balance increased from a deficit of EUR 34 
million in 1995 to one of EUR 125 million in 2000. The trade of agricultural products to and from Lithuania 
accounted for 11.4 per cent of total exports (DG Agriculture, 2002).  
 
                                                 
4 1 Lita corresponds to 2,2 DKK.  
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Figure 8: Development of Lithuanian Agricultural Trade (billion EUR) 
Source: European Commission (2002b) 
 
It is remarkable that a historically high productive agricultural country has a negative trade balance as regard 
to agricultural produce. In terms of production size, the Lithuanian situation is similar to that of the first EU 
countries, which incepted the CAP after the 2nd world war. It is therefore an important objective to change 
this situation, according to the Ministry of Agriculture.  
 
Compared to the average in the present EU-countries, the agricultural labour force in Lithuania constitute a 
large part of the country’s total civilian employment. In Lithuania 19.6 per cent of total employees are 
working in agriculture, fishery and forestry against only 4.3 per cent in EU-15 (European Commission, 
2002b). During the transition period agriculture served as an important employment buffer because of the 
restructuring of the sector, but the implementation of CAP and the following modernisation process will 
presumably result in an employment rate that gradually get closer to the EU average (Domeika in interview, 
2003).  
 
In relation to labour costs, the average monthly gross earning in the sector for agriculture is much lower 
(around 250 EUR in 2003) than average in most Western European countries (Department of Statistics 
Lithuania, 2003). In relation to the market value of agricultural land, the price ranges from 199 Euro/ha in 
Raseiniai rural municipality to 4386 EUR/ha in Vilnius county, which is due to the closeness of capital city.  
and a possibility to use land for recreation (Estonian Land Board, 2002). In comparison, agricultural land in 
Denmark amounted to 13.727 EUR/ha (Eurostat, 2004).  
 
The fact that these factors of production (land and labour) are so relatively low compared to other EU 
countries means that the country holds a competitive advantage in an export situation. However, it is 
important to remember that this advantage can only be seen in relation to most EU-15 countries, as other 
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accession countries will also be able to compete on cheap land and labour, which should provide Lithuanian 
officials with an incentive to aim for a relatively ‘early’ start.  
 
In this context it must, however, be noted that the Seimas (Lithuania's Parliament) passed an amendment to 
the Constitution on 23 January 2003 that allowed foreigners to purchase land earmarked for farming in seven 
years after Lithuania officially joins the EU. Moreover, if a farmer has been living and cultivating land in the 
country for at least three years before Lithuania becomes a member of the EU, he or she will have the right 
to purchase the land in 2004 (Baltic Times, 2003). There is yet no indication that foreign farmers have a 
great interest in purchasing agricultural land (Domeika in interview, 2003), but unfettered foreign access to 
the land market could potentially be highly disruptive and cause social and economic dislocation 
(Prosterman and Rolfes, 1999) 
       
6.2.4. Environmental impacts of the Agricultural Production 
As it has already been described, the introduction of organic agriculture in Lithuania had a close linkage to 
concrete environmental problems. This have been a common trend in most European countries, as 
environmental and health problems related to conventional agriculture are often used as the strongest 
argument for the promotion of environmentally friendly farming systems, among these organic farming.  
 
In Lithuania, the major environmental issues related to agricultural production are the use of fertilisers and 
pesticides (typically their pollution of surface- and groundwater), degradation of biodiversity and soil erosion 
(MoE, 2002). Pollution of surface water and groundwater is of primary concern, while these are the main 
sources of drinking water in Lithuania and because investigations have shown that contaminated drinking 
water is already a serious problem. In 1996 it was estimated that 60 per cent of dug wells did not meet 
hygiene standards and 37,5 per cent were polluted by nitrates (Bacon, 2001). 
 
Due to the comprehensive changes in the agricultural sector, the agri-environmental problems in Lithuania 
have overall been decreasing since the Soviet period. During the past decade not only the agricultural 
production and its structure have changed tremendously, but also the quantities of fertilizers and chemicals 
used in the sector. Investigations have shown that the use of pesticides during the transition period has been 
reduced from 3.3 kg/ha to 0.53 kg/ha (a reduction by more than six times). In the same time the quality of 
pesticides used improved considerably. The same trends have been discovered in the use of fertilizers. In the 
EU-15 the agricultural lands are fertilized twice as intensively as in Lithuania (MoE, 2002).  
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Figure 9: Changes in the use of pesticides in Lithuania 
Source: MoE (2002) 
 
Figure 9 shows clearly the declining use of pesticides in Lithuania after 1990 and the relatively constant low 
level of consumption from 1992 up till 2000. The sudden drop in use of pesticides and fertilizers in the 
agricultural production in the aftermath of the Soviet rule is not a Lithuanian phenomenon, but a common 
trend in most Central and Eastern European Countries (CEEC’s). This is illustrated by an example of 
fertilizer consumption in selected CEEC’s compared to EU-15 (i.e. Fig. 10).   
 
 
Figure 10: Nitrogenous Fertilizer Consumption in selected Central and Eastern European Countries (CEECs) and in the 
EU-15 
Source: Baldock & Tar (2002) 
 
The significant reduction in consumption of both pesticides and fertilisers form the potential basis for a much 
easier conversion to organic farming, than the case is for the great majority of EU-15 Member States. Still it 
is important not to neglect the difficulties of reformation, which indirectly could affect the environment to a 
considerable extent. Beside the positive environmental side effects of an agricultural sector in transition, the 
major part of the agricultural knowledge from the Soviet period has been lost.  
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When land was controlled by the large state and collective farms, each of which employed a University 
educated agronomist and veterinary officer, the communication of technical knowledge was reasonable 
straightforward. This set-up means, however, that most farmers now do neither possess the knowledge of 
environmental rules nor are they acquainted with the guidelines for good farming practices (Zemeckis et al, 
2001). This is a potential threat to the Lithuanian agri-environment as long as the present situation with low 
agricultural input and output only is a matter of the lack of capital among Lithuanian farmers.     
 
6.2.5. Summary 
In the phase of transition to an EU economy, the Lithuanian agricultural sector has undergone dramatic 
changes. Especially small size family farms have replaced the highly intensified large-scale state-run 
collective farms, which has resulted in a far more extensive agricultural sector, which is on one hand less 
productive but on the other hand has lower environmental impacts. This development can be assessed as 
positive for the expansion of organic agriculture, as the conversion will not be as difficult in comparison to 
other European countries. Furthermore, the country holds a competitive advantage in that the costs of land 
and labour are relatively lower, which will benefit an export strategy. However, the situation is not 
unambiguous. The structural development has also resulted in a high number of (un-educated) farmers that 
might not be willing to cooperate, which could be detrimental to the future of organic farming. Moreover, the 
lack of capital also means that investments that might be necessary in order to achieve certification cannot 
take place. Therefore the development is highly dependent on the development of national support schemes 
to the sector as well as consumer demand (market potential). These issues will be treated in below chapters.  
 
 
 
 81
6.3. The Implementation of the CAP in Lithuania 
 
As noted above, Lithuania was one of the first countries in the region to develop protected water 
management zones, and in regards to organic farming strategic guidelines and legislation at government level 
for the transition to organic (ecological) farming were developed. Despite these positive initiatives at 
government level, the current situation is dominated by the implementation of EU acquis, a process in which 
there seems to be a lack of commitment towards the development of agri-environmental measures. This 
chapter will focus on the implementation of SAPARD and the subsequent Rural Development Plan for 2004- 
2006.  
 
6.3.1. National initiatives on organic agriculture 
The Ministry of Agriculture is currently attempting to fulfil Lithuania’s NAAP (National Acquis Adoption 
Programme) and is seeking to harmonise Lithuanian legislation with EU requirements. With regard to agri-
environmental policy (and organic agriculture), the Ministry of Agriculture has prepared the following legal 
acts:  
 
In 1993, the Government accepted a national Agricultural Development Programme, which was refined 
further in 1996. This Programme encouraged environmentally friendly agriculture. In addition, the Law on 
the State Regulation of Economic Relations in Agriculture was passed in 1994, which identified the 
institutions that should issue the licenses for produce grown on organic farms and control its quality. It is in 
accordance with this law that organic farms are inspected by “Ekoagros” which as noted above was 
established by the Ministries of Agriculture and Health Care. For the production, processing and selling of 
organic agricultural products Organic Farming Regulations (1997) are applied. These were prepared 
according to the EU Council Regulation on organic production (2092/91/EEC) and International Federation 
of Organic Agriculture Movements (IFOAM) standards (MoA, 2002).  
 
Under Government resolution Rural Support Programme (RSP) was formed in 1997 (amended in 1998). 
This regulates finance from the Rural Support Fund and has been used to finance at least two agri-
environment schemes: the Organic Farming Support Programme and the Tatula Water Protection 
Programme. The Ministry of Agriculture confirmed an Organic Farming Support Programme financed by the 
Rural Support Fund in 1997. This programme aims to develop organic farming by establishing a favourable 
infrastructure and to create conditions for the production of organic products, which are in demand in local 
and foreign markets (MoA, 2002). The farmers receive direct payments for their certified area. Only 50-60 
percent of the organic farmers did, however, receive such payments, which has slowed down the growth rate, 
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and some farmers have refused to proceed with organic agriculture due to insufficient support (Zemeckis et 
al, 2001) While the support to organic agriculture was a priority of the RSP before accession, no funds seem 
to be allocated in 2004 (MoA, 2004).  This can in part be due to the fact that an organic farm scheme has 
been put in place under the 2nd pillar from 2004.  
 
A draft Programme for Development of Organic Agriculture in Lithuania (2002-2010) was prepared in 2001 
by the Lithuanian Institute for Agrarian Economics, which aimed to set out the legal and economic premises 
for organic agricultural development in the country. The objective of the Programme was: “to increase 
production amounts of organic, competitive in the market products, seek their public recognition, supply 
population with safe and good quality food and preserve environment” (Zemeckis et al, 2001). In the 
Programme a number of measures to reach a growth target of 15 per cent in 2010 are presented. These 
measures consist of five components:  
1) To raise national support to be able to use SAPARD funds  
2) Instruments to ease the access for organic products to the market 
3) Improvements of the certification system  
4) Information about organic agriculture and products  
5) Education of organic farmers and academics in the field.  
 
In connection with the action plan, a prognosis of the development with and without the implementation of 
the proposed measures was made (i.e. Fig. 11). From these calculations it was emphasized, that a very active 
strategy was necessary if the goal was to be reached. 
 
0
2
4
6
8
10
12
14
16
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
with using
proposed
measures
without using
measures
 
Figure 11: Predicted development of organic farming as a percentage of total agricultural production 
Data from Zemeckis et al (2001) 
 
The status quo (in April 2004) on the proposed measures is that MoA in practice has only implemented part 
of the proposed instrument with partial funding for them (Correspondence with Zemeckis on April 13, 2004).  
 83
The way in which the CAP has been implemented through the pre-accession programme SAPARD and the 
Rural Development Plan also exemplify the lack of commitment towards the development of organic 
agriculture for 2004-2006. These are treated below 
 
6.3.2. The CAP implementation 
In 2000, the general objectives for rural development were made operational through the general objectives 
of the SAPARD programme as outlined in the Council Regulation (EC) No 1268/1999. As noted in Chapter 
4.4, the SAPARD programme was implemented to prepare the new Member Countries for the acquis 
communitaire concerning the CAP (2nd pillar, reg. 1257/1999) and related policies and solving priority and 
specific problems for rural sustainable development. The national framework for the SAPARD support was 
laid out for the period 2000-2006, and very much dictates how national programmes like the Organic 
Farming Support Programme is implemented into the CAP framework. 
  
As required by Council Regulation (EC) No 1268/1999 a Lithuanian Agriculture and Rural Development 
Plan (ARDP) was formed. The Plan presents the objectives and instruments for Lithuanian agricultural and 
rural development in order to qualify for SAPARD assistance. The Plan is based on the Programme of 
Government of Lithuania, the Lithuanian Agricultural Strategy, the Preliminary National Development Plan 
and the National Agri-Environmental Programme (MoA, 2003).  
 
The objectives of the Plan are: 
• Provision of additional income for farmers and rural dwellers as well as increased income levels leading 
to improved living standards and working conditions in rural areas; 
• Improved competitiveness and efficiency of primary agricultural production; 
• Improved processing and marketing of agricultural produce through increased efficiency and 
competitiveness; 
• Improved quality and hygiene standards; 
• Achieving a sustainable rural development through promotion of farming and other economic activities 
in harmony with the environment; 
• Creation of employment opportunities in rural areas. 
(MoA, 2003).  
 
In Lithuania, SAPARD was approved on the 27 of Sep. 2000 by the European Commission. Below the 
individual measures under SAPARD are shown for the period of 2000-2006 (i.e. Tab. 9). It is important to 
remember that payments through the SAPARD programme were terminated when Lithuania became 
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Member of the EU May 1 2004. Upon accession support will be given according to the acquis, and some 
negotiated exemptions. The reason for this approach was due to uncertainty about the time of accession, 
when the budgetary frame was made for SAPARD.  
 
Table 9: Measures and budgetary frame for the Lithuanian SAPARD programme (2000-2006) 
Measure Share eligible cost * EU contribution 
1. Investments in agricultural holdings 276.295 97.408 
2. Improving processing and marketing of agricultural products 129.425 43.681 
3.Development and diversification of economic activities 45.486 17.056 
4. Improvement of rural infrastructure 52.480 32.275 
5. Afforestation of agricultural lands 20.499 7.688 
6. Agri-environmental schemes 2.832 2.124 
7. Vocational training 4.664 3.726 
8. Technical assistance 5.664 4.248 
Total 541.859 212.417 
 * In million Euro  
Source: EU Commission (2000)  
 
In relation to the development of an organic sector, a strong agri-environmental measure can potentially be 
of great importance, as direct support for organic agriculture is found under this measure. 
 
Similar to the tendencies showed in the EU chapter about SAPARD, from funding allocations it seems that 
the main priority of the programme is to increase the competitiveness of the large farms and processing 
industry in order to prepare them for the market economy competition in the EU. Measures that could 
potentially have a positive effect on sustainable rural development (No. 3-6) receive far less, and the agri-
environmental measure only receives 0,5 per cent of the total support given. Leiber (2001) notes that one of 
the reasons for this way of prioritising is that the question of environmental effects of agriculture plays a 
minor role in the debates about the main pre-accession problems. Instead emphasis is put on the problems of 
competitiveness, such as the lack of functioning product markets.  
 
These assumptions were confirmed by the mid-term review of the Lithuanian SAPARD programme, which 
evaluated the implementation process until June 30 2003. Actual spending in the first 3 years is shown in 
Table 10 (in million Litas).  
 
 
 
 
 
 85
Table 10: Midterm review of the actual spending (mill Litas) in the first 3 years of the Lithuanian SAPARD programme   
No. Measure 
Number of 
applications 
submitted 
Number of 
approved 
applications
 
 
Public 
cost 
committed
 
 
Total public 
cost 
available in 
2000-2003 
% public cost 
committed/ 
total public 
cost available 
Number 
of 
completed 
projects 
% projects 
completed/ 
applications 
submitted 
1. 
Investment in 
agricultural 
holdings 
387 154 94.352 235.414 40 30 9 
2. 
Improving the 
processing and 
marketing of 
agricultural 
products  
69 49 253.366 185.930 136 2 1 
3. 
Development and 
diversification of 
economic activities  
96 41 25.719 34.961 74 5 5 
4. Improvement of rural infrastructure  321 57 28.982 84.086 34 13 4 
7. Vocational training  54 49 2.880 9.929 29 34 59 
 Total: 927 350 405.300 550.319 74 84 9 
Source: AHT-Agrisystems-Consortium (2003) 
 
By June 30th no funds had so far been spent on Afforestation of agricultural lands (measure 5), agri-
environmental schemes (measure 6) and  Technical assistance (measure 8). According to the mid-term 
review this was due to changed priorities within the ministry of agriculture. Funds that were not used under 
the above mentioned measures were instead allocated to measure 2 with the purpose of increasing the 
competitiveness of the agri-processing sector in Lithuania (Source: AHT-Agrisystems-Consortium, 2003). 
Not before the autumn of 2003 was the agri-environmental measures prepared with the purpose of making 
them available from the spring 2004 (Budrevicuite in interview 2003). While there are good reasons to 
develop the agro-processing sector, it is quite surprising that the agri-environmental measures were not 
implemented sooner considering the fact that it an obligatory measure. This also means that no funds 
assigned to organic agriculture have been available through SAPARD in the major part of the pre-accession 
period.  
In the following the implementation process of the agri-environmental measure 6 will be examined.  
 
6.3.3. Measure 6: Environmentally friendly agricultural methods 
Agri–environment is the only compulsory component of the Rural Development Regulation (Reg. no 
1257/1999). The lack of an adequate agri–environmental programme upon accession may delay the approval 
of the Lithuanian Rural Development Plan and consequently limit access to relevant funding under the 2nd 
pillar of CAP.  
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 The main objective of the agri-environmental measure in Lithuania is “to decrease negative impact of 
agriculture on the environment, restore traditional landscape and increase biodiversity and to prepare 
measures that ensure normal economic and social conditions for rural population” (MoA 2003). The measure 
was made applicable in three pilot areas; the Biržai and Pasvalys districts; Part of the Dovinė river basin area 
and the Šilutė district. The agri-environmental actions taken in the three pilot areas, are: Protective belts of 
water bodies shores and landscape restoration and increase of biodiversity.  
 
Measure 6 has been formally implemented through the formulation of ten “activities” in the draft Lithuanian 
National Agri-environmental Programme (NAEP), which aims to ensure environmental protection against 
harmful activities in rural areas. The NAEP consists of a description of the relationship between the 
Lithuanian agriculture and the environment, current problems and possible ways of solution. The second part 
of the draft of NAEP describes agri-environmental schemes (AES), which were to be made available for 
farmers with the use of SAPARD support. The proposed agri-environmental schemes include the following 
measures: 
1. Fertilising and proper manure handling; 
2. Sustainable application of plant protection measures; 
3. Protective belts and other technical measures; 
4. Landscape protection and increase of biodiversity; 
5. Preservation of historic and archaeological objects; 
6. Organic agriculture; 
7. Local breeds in danger of extinction; 
8. Water protection, care for agricultural run-off. For implementation of this measure, sedimentation ponds 
have to be built in cultivated land. 
9. Environmentally friendly farming. The aim of this measure is to decrease possibility of leakage of 
nitrates and pesticides into layers of ground drinking water. The measure is applied in territories 
sensitive to ground water pollution.  
10. Landscape management and enhancement of biodiversity. 
 
As it appears from the list, the programmes have been  formulated in broad terms, and some are closely 
related, which means that many projects can fall under the same programme.  
 
In fall 2003, the Ministry of Agriculture developed a draft plan of the agri-environmental measures, which 
should be included in the RDP 2004-2006 (Budrevicuite in interview, 2003). Due to the delayed process only 
four of the ten measures were included. The delayed process was a direct consequence of the choice by the 
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Ministry of Agriculture to transfer funds from the agri-environmental schemes to the agro-processing 
scheme.  
 
The measures for implementation are the following: 
 - Surface water concentration coastwise protection zone program; 
 - Landscape supervision program; 
 - Ecologic agronomy program; 
 - Rare animal species program, which aims at saving national species of animals 
 
Among those selected is an organic farming scheme. The support is given for a certified area of land used for 
the production of organic agricultural as well as food products. In order to receive such a support: “the owner 
of an organic farm shall be obliged to certify his farm every year as well as follow the requirements of Good 
Farming Practice. The owner shall not be allowed to decrease the organic production areas, except for 
unforeseen and unavoidable events” (MoA, 2004). Below the intended5 funds for the RDP 2004-2006 are 
shown.  
 
Table 11: Intended rural development budget for 2004-2006 
Measure  All public support (Mio 
Euro) 
EU share (Mio Euro) Support level in % of all 
measures 
Early retirement 150.874 120.699 24.7 
Less Favoured Areas 149.478 119.582 24.4 
Agri-environmental 
schemes 
61.799 49.439 10.1 
Afforestation  26.445 21.156 4.3 
Support to semi-
subsistence farms 
31.500 25.200 5.1 
Support for EU 
requirements 
65.915 52.732 10.8 
Technical assistance 5.419 4.335 0.9 
Reallocation to direct 
payments  
120.495 96.356 19.7 
Total 611.875 489.499 100 
Source: MoA (2004) 
 
As it can be seen from fund allocations the budget for agri-environmental schemes have been substantially 
enlarged compared to the initial SAPARD budget. However, it remains an open question to what extent these 
funds will be used for their budgetary purpose. The actual spending can very well prove to differ from the 
budget, as it was seen during the course of the implementation of the SAPARD support. Even though the 
budget may be fulfilled, the 10.1 per cent are still far from the EU-average of 45 per cent for agri-
environment under the 2nd pillar (see chapter 4.3.5) 
                                                 
5 At the time of writing (May 2004) the Lithuanian RDP 2004-2006 has not yet been formally approved by the EC. 
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 The above figure also gives a very good indication of the way Lithuania will implement the direct payments 
made generally available to farmers through the 1st pillar of the CAP. As noted in the CAP chapter, Lithuania 
is allowed to re-direct up to 20 per cent of the funds under the rural development budget. With a budgeted 
19.7  per cent to be redirected to direct payments, this shows the high priority given to a full-scale 
implementation of the 1st pillar of the CAP. The redirected funds will even be topped up with national funds, 
so that the direct support level reaches the maximum allowed support level (MoA, 2004).  
 
Our assessment is therefore, that the Lithuanian MoA has prioritised to implement the 1st pillar at the 
expense of 2nd pillar measures, which potentially could have benefited organic farming. While the 1st pillar 
payments are no longer coupled to production and most are made conditional upon cross compliance, the 
EU-15 1st pillar payments have so far been biased towards intensive farm systems, and this will most likely 
also be the result in Lithuania. This depends, however, on how these requirements (cross-compliance) are 
defined and applied. If they are made strict enough, they can possible become an advantage for organic 
farmers, since the rules that farmers have to comply with to become certified will meet the demands 
formulated under cross compliance. At this stage, however, nothing points in this direction.  
 
6.3.4. Institutional Barriers 
While it is of great importance that the proper regulations are in place to support the development of an 
organic sector, several researchers (Gatzweiler, 2003; Leiber, 2001; Petersen, 2003; Kramer, 2002) have 
stressed that it is essential that adequate institutional structures be developed, if agri-environmental 
sustainability is to be achieved. The administrative arrangements required to set up national or pilot agri–
environmental schemes are a tremendous challenge for the Lithuanian ministries. For example, due to the 
former collective farm structure in the country, there is not the necessary administrative structure for 
informing and dealing with a great number of individual farmers. This means that the cost of administering 
the scheme might require a large percentage of the overall expenditure (CEESA vol 1, 2003).  
 
Agri-environmental policy involves a range of organisational actors. In Lithuania there is a well-established 
Ministry of Agriculture, but agri-environment represents a new policy departure that requires the Ministry to 
relate to other parts of the state as well as to organised interests outside the traditional agricultural lobby. In 
addition to the MoA, the Environmental Ministry is also involved in the process. While agri-environmental 
measures are the responsibility of these two ministries, it must be noted that the Ministry of Health is also 
involved in the policy planning in relation to organic agriculture, due to the health dimension associated with 
this production. 
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 While we did not make any interviews with officials in the MoH, it was our clear assessment that the 
dynamics of the agri-environmental policy implementation was very much reflected by the interrelationships 
between the MoA and the MoE, which is related to the historical context. During the Soviet time the 
Ministry of Environment was less strong than its agricultural counterpart with its inspectorates almost 
exclusively relying on financial penalties to enforce legislative provisions. This 'command and punish' 
approach was inadequate for key policy goals especially where environmental maintenance depended upon 
the active cooperation of land managers (Zellei et al, 2001). 
 
The old pattern of conflict between agricultural and environmental ministries seems likely to continue in the 
future because of the priority given to economic growth and economic restructuring, and because of the 
perception that environmental policies are a source of additional cost for “business”. Progress in the adoption 
of agri-environmental policies is slow in the face of the entrenched interests and opposition of agricultural 
lobbies and domestic economic priorities. There is an enduring reluctance to co-operate on very important 
environment tasks between Ministries of Environment and Ministries of Agriculture.   
 
6.3.5. Summary 
In sum, the above analysis suggests that that Lithuania will have certain difficulties in reaching its 15 per 
cent goal, since only marginal attention will be paid to organic farming after accession. Despite the scale of 
opportunity after EU accession, the projected budget for agri-environment schemes is rather limited, 
endangering the ambitious goal set before accession about the development of the sector. Moreover, as the 
different rural development measures will ‘compete’ for the limited funding, there is a risk that the portion of 
funding given to agri-environment schemes will fall short of what is required, particularly if governments 
give priority to other potentially expensive measures, such as farm investments and semi-subsistence aid. 
Furthermore, the lack of administrative capacity will potentially hinder a positive development, as 
Lithuanian officials have virtually no experience with the handling of agri-environmental schemes.  
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6.4. The Lithuanian Market for Organic Products 
 
Similar to the tendencies in the European market, the Lithuanian market depends on the development of 
several important things including increasing consumer demand, investments in a processing industry etc. 
While this chapter does not have the purpose of making an exact market analysis, we will aim to point to 
trends in the market situation by looking at the market strategy in Lithuania so far and key issues in relation 
to the development in the sector in order to find out, whether the goal of 15 per cent is realistic. It must be 
noted, however, that it is very difficult to obtain accurate information about the organic market in Lithuania 
from official statistics. Typically, the only official data show the number of organic farms and their area (as 
treated above), whereas published statistics on organic agricultural production, consumption, imports, 
exports and prices do not exist. This problem makes it very hard to make an accurate market analysis as it is 
virtually impossible to identify deficits and oversupply in the market and identify/predict the development of 
consumer demand.  
 
6.4.1. The Export Strategy 
When organic farming began being certified in Lithuania, expectations were very high regarding the quality 
and quantity that Lithuanian farmers could produce for the international market. The assumption was that 
local/national consumers were not interested in the organic products due to the relative higher prices of these 
products. In addition the abundance of labour and land could give the country a competitive advantage, as 
costs are lower for these production factors than in the EU 15 (DG Agriculture, 2002). Therefore an export 
strategy was planned. Some examples of organic products for export were caraway (Zemeckis in interview, 
2003), but in addition some bakeries started exporting organic brown bread, while other producers 
concentrated on organic juices, pickled vegetables and jams (Lithuanian export-import Directory, 2004).  
 
The effect of such strategy is, however, Janus-faced. On the one side, the demand from abroad can be very 
positive for the development of production, which can compete overseas due to the lower prices on the 
production factors land and labour. On the other side, it can also contribute to the slow development of the 
home market, since export markets usually offer higher prices for organic products. This increases the 
domestic price, which can generate a negative attitude among the consumers. While no consumer surveys 
have been made in Lithuania to support the latter assessment, the export strategy must be seen as a failure, as 
the farmers did not succeed in generating the expected quality or the quantity of organic products to supply 
the European market, nor have they produced enough to fulfil the demand from their home market (MoE, 
2002).  
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Experts also point to the fact that it will be necessary to develop a local/national market before 
(re)introducing the Lithuanian organic products to the international market in order to identify which 
products are in demand (Zemeckis in interview, 2003). This way the domestic market can be used to develop 
homogenous products in higher quantities for possible export. The initial assumption that no Lithuanian 
consumers would pay a higher price for organic products has also proven to be wrong (Zemeckis in 
interview, 2003).  
 
6.4.2. The Lithuanian Consumers 
While the demand for organic products at the national market seems to be increasing, the total demand is still 
relatively low. The main reasons for the slow market development is the consumers’ limited purchasing 
power in the country due to low incomes, but generally there is also a lack of consumer awareness (although 
regional differences occur). In Vilnius, awareness of the organic label and demand after organic products is 
generally higher than in all other regions of the country. According to Zemeckis, the lack of demand outside 
Vilnius is mostly due to the low educational level. Many Lithuanians do not know the organic labels or do 
not see the difference between organic products and local products from 'extensive' farms (see discussion on 
Lithuanian Natural Products).  
 
Moreover, it is important to note that the consumers that do buy organic products, do not do this on the basis 
of environmental concern. Results from a consumer survey show that personal health is a far more important 
purchasing factor than environmental concern, as Lithuanians worry about the health risks associated with 
conventionally produced products (MoE, 2002). This is supported by a survey6 made by the Central 
European Opinion Research Group, which also showed that the Lithuanians are the second most concerned 
people of selected CEECs7 in relation food safety issues. In addition they think that local foods with 100 per 
cent local ingredients are superior to imports, and production method and price are very important when 
determining what food should be purchased. Another point to be noted is that 82 per cent of the respondents 
think that the production method should be on food labels alongside origin, ingredients, nutritional value and 
expiration date (CEORD, 2001).  
 
In relation to price, no surveys have yet been made regarding the price premiums that Lithuanians are willing 
to pay. However, despite the fact that Estonians and Lithuanians are not the same, an Estonian survey 
commissioned by the Ministry of Agriculture showed a willingness to pay a price premium of around 10 per 
cent, which could indicate a premium around that level also exists in Lithuania.  
                                                 
6 Sample of 1058 
7 The countries included in the survey are: Czech Rep., Poland, Lithuania, Romania, Bulgaria, Slovakia, Estonia and 
Lithuania.  
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 In Lithuania a study by the Ministry of Environment shows, that the actual sale of organic products is subject 
to some difficulties, since a rather large proportion of the organic production is not sold as organic.  
According to the MoE, only 45 per cent of certified Lithuanian organic production was sold as organic, but 
those that did received a 20-40 per cent price premium (MoE, 2002). 
 
6.4.3. Retailing and Processing  
The marketing channels in Lithuania are direct sales from the farms (21 per cent), fairs and open markets (40 
per cent), shops (14 per cent), and elsewhere (25 per cent) (Zemeckis et al, 2001). The organic market day 
every Saturday in Vilnius is still, the single most important market channel (Gutkauskas in interview, 2003). 
This type of retailing gives a good connection between the consumer and the organic producer, and it may 
explain why Lithuanians are willing to pay 20-40 per cent more for these products. The Tatula fund provides 
free transportation to the market, which is, however, a quite expensive way to bring the products to the 
consumers (Gutkauskas in interview, 2003). Therefore this cannot be seen as a long-term solution to 
distribute greater amounts of organic products, especially since the Tatula Fund does not have a lot of funds 
(Zemeckis in interview 2003). Furthermore the organic products only reach a (very) limited consumer group, 
and it is time consuming for the farmers to participate. However, this type of distribution and marketing 
channel is typical in emerging markets, where retailers have not yet made the products commonly available 
(Padel et al, 2003).   
  
While Lithuania is still an emerging market, the major Lithuanian super market chain (VP Market) has 
already introduced organic products indicating that demand is growing. Unfortunately, the supermarkets 
must resort to foreign producers at the present level of development. Some VP markets have a small but well 
assorted section for organic produce. At our visit in November 2003 no Lithuanian products were to be 
found in the section for organic products. Most products originated from western European countries, 
especially the Netherlands.  
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Photo: The Selection of organic products in VP-Market 
 
  
So on the one hand there is a great proportion of Lithuanian organic production that is not sold as organic, 
and on the other hand Lithuanian supermarkets import organic products. This very well illustrates that 
Lithuanian organic products have difficulties reaching the supermarkets, where potential organic consumers 
are found. Instead products are sold on local markets, where low recognition of the organic brand exists, and 
thus low or no price premiums are received. 
 
The problems regarding delivery to supermarkets are very much the same as the problems regarding exports. 
Organic farmers are not well equipped or well enough organised to fulfil the requirements of the 
supermarkets by delivering homogeneous quality and a good assortment on schedule. This factor was 
essential for the market breakthrough in most EU-15 countries. 
 
These problems indicate, that the key to a harmonious development of the production is to increase the 
number of producers and land under organic management in order to create a more flexible and compliant 
production system. An increased production would also benefit the relative prices of the products, as 
production prices can be reduced through increased economies of scale (Padel et al., 2003). In addition to an 
increased production, Lithuania must also develop a processing industry in order to compete on the market 
for organic processed goods. In 2003 the status of certificated organic production was given to 10 processing 
companies of organic products (MoA, 2003).   
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There is also a need for a better developed cooperation between the organic farmers, so that they can pool 
their production together, and a more formalised infrastructure for the distribution of organic agriculture can 
be established. The present free distribution system offered by the Tatula Fund can not be used by 
supermarkets and processing companies, which need consistent quality and quantity. In order to deliver to 
such companies more formalised and long-term contracts are necessary.  
 
The slow development in the organic sector has disappointed both Gutkauskas from the Tatula Fund, and 
Zemeckis from the Institute of Agrarian Economics (Zemeckis and Gutkauskas in interview, 2003), and a 
more general discussion about the future strategy for organic farming has arisen.  
 
6.4.4. Lithuanian Natural Products 
There are some worries at the political level, that the requirements used by the certification body are too 
strict for the Lithuanian farmers and will scare them away (Zemeckis in interview, 2003). Therefore a plan 
for sustainable agricultural products is on its way, which contains a set of requirements concerning GMO, 
animal welfare ect. These products are, however, not organic – they are somewhere in between and could be 
classified as part of an integrated production method. The products will be labelled ‘Lithuanian Natural 
Products’ (LNP) and will be sold on local markets in order to support local economies.  
 
The standard was developed by the Tatula Fund, which looked at the requirements for organic farming, EU 
good farming practices, as well as the effects on health and environment that such a production potentially 
will have. The standard can therefore be seen as a compromise between these. There are furthermore some 
elements of standards close to EU agri-environmental standards but there is no direct link, as it would make 
the standard more complicated. So far a few products have been certified and sold at the market in Vilnius 
(Zemeckis in interview, 2003).  
 
The problem with the LNPs is that increased competition from near-organic alternatives can be detrimental 
to the organic production, and could lead to some confusion about the requirements behind the different 
labels (Hamm et al, 2002). From experiences in Denmark the trust behind the organic certification scheme is 
important, and it is necessary to keep strict requirements to ensure correct sales arguments (Hedegaard in 
interview, 2004). If Lithuanian consumers loose faith in the LNPs due to the uncertain certification ground 
“sustainable”, it may not only damage the LNPs, but also the organic label. Especially, since the Tatula Fund 
has been the first to introduce both types of farming (see Chapter 7.5.2 for further discussion of this issue). 
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6.4.5. Summary 
The above analysis shows that the market (also) is of great importance to the future of organic agriculture in 
Lithuania. So far the export strategy has not been as successful as first hoped, but in time (if the production 
increases to reach sufficient quantity and quality) export could become an important factor. However, before 
such a strategy could be applied, certain other aspects need to be considered including the development of a 
processing industry, the need consumer information and better cooperation among the farmers. Moreover, 
the introduction of LNPs to the market must be taken into account, as they might otherwise undermine the 
organic production. 
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7. SWOT Analysis and Discussion 
The above chapter has analysed the three major dimensions, which all impact on the future development of 
an organic sector. These dimensions include: The structure of the agricultural sector, the implementation of 
the CAP in the country, and the development of the market. Below the major findings from each section are 
summarized in a SWOT matrix that identifies all central strengths and weaknesses in this context. Moreover, 
central aspects of the CAP and the market chapter are placed as either an opportunity or a threat (seen in 
relation to Lithuania). While the SWOT is not definitive and may seem to simplify the issues, it represents a 
serious attempt to organize the information gained. Some issues are placed as being both a strength and a 
weakness, for example the Lithuanian Natural Products and the structure of the agricultural sectors.  
 
7.1. Strengths (internal) 
Structure/economy and environment CAP implementation Market  
Well-established model of organic 
agriculture in the country 
Organic farming legal basis is 
prepared according to the EU 
requirements 
The continuous increase of number 
of organic production farms shows 
usefulness and perspective for 
market production.  
Organic farming preserves and restores 
soil, protects environment against 
pollution 
Financial support through the EU 
Structural funds (SAPARD) 
As the market of organic products is 
increasing, specialised sections are 
established in supermarkets 
Organic farming is clearly identified and 
promoted as a solution to environmental 
and health problems associated with 
conventional agricultural production 
methods.  
 An export stategy has been 
attempted (experience for later) 
Strong NGO interest in organic 
agriculture 
 The production of Lithuanian 
Natural Products will ease 
conversion at later stage 
Well-established certification body with 
IFOAM accreditation 
 Low costs of land and labour 
Low level of applied pesticides/fertilizers 
due to structure of agricultural sector 
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7.2. Weaknesses (internal) 
 
Structure/economy and environment CAP implementation Market  
Farmers, who are small in numbers, are 
rather competing for small share than 
cooperating for higher achievements. 
Main priority of SAPARD is 
competitiveness 
There is a shortage of organic 
agriculture products to fasten the 
development of processing of these 
products as well as export 
Most farm production small scale, 
limiting export quantities 
Delayed process of agri-
environmental measure 
implementation. 
Potential consumers are lacking of 
information about advantages of 
organic products. 
Organic agriculture consultation system 
is not effective. Lack of information 
about organic agriculture to farmers.  
 
National support scheme might vanish 
in accession process. 
Marketing system (infrastructure, 
education of consumers, publicity) 
of organic products is not well 
developed. 
Lack of capital for investments Only 4 of 10 measures implemented 
in RDP 2004-2006. 
Unreliable supply – demand greater 
than supply  
Unfettered access for foreigners to the 
Lithuanian agricultural land market. 
Lack of experience with the 
implementation of AE schemes in 
relevant MoA 
Foreign organic products in 
Lithuanian supermarkets 
National unwillingness to prioritise 
implementation of measures relevant to 
organic farming 
Lack of cooperation between relevant 
ministries (institutional barriers).  
The production of LNPs will make 
conversion harder at a later stage 
  Organic products sold as 
conventional  
 98
7.3. Opportunities (external) 
CAP Market 
Possibility for national prioritising of the strengthened 2nd 
pillar of the CAP – especially the prioritising of agri-
environmental measures. 
Contracts between Lithuanian cereal farmers and 
“Western” animal producers about delivery of organic 
fodder 
Higher total support payments per hectare averagely for 
organic farms compared to conventional farms 
Export potential if production is increase as Western 
consumers are willing to pay higher price than local 
consumers 
Much higher payments to organic farms from agri-
environmental and LFA area payments than conventional 
farms 
The organic market is increasing all over Europe, which 
will benefit the producers  
Decoupling of support from production favours extensive 
farming systems relatively in comparison with 
conventional. 
Lithuania becomes a member of the single market after 
accession (no loner trade barriers) 
Potential use of national envelopes to support sound agri-
environmental development 
Food scares make consumers more aware of organic 
products 
The obligatory demand of cross-compliance will promote 
environmentally friendly farming and there is a potential 
for a further strengthening of this measure 
 
 
7.4. Threats (external) 
CAP Market 
Demand of co-financing in relation to 2nd pillar payments 
might deter Lithuanian government from implementing all 
measures 
Organic markets might remain niche status if European 
consumers are not willing to pay price premiums 
Strong lobby from western conventional farmers might 
been that 1st pillar support payments will be retained 
Near-organic alternatives (IP) can make consumers 
confused about the values behind the labels 
Member States can choose to make use of partial 
decoupling of 1st pillar support rather than full decoupling 
West European retailers might not accept Lithuanian 
products due to lack of quality/quality 
Integrated production systems fulfil demands for 2nd pillar 
payments  - leaving no incentive for organic farming (with 
stricter requirements) 
Oversupply in some sectors can result in dumping of West 
European products in Lithuania 
Possible for new Member States to re-directs 20% of the 
2nd pillar budget to the 1st pillar 
 
Possible to supplement the 1st pillar with national direct 
payment (top-ups) 
 
 
 
 
 
 
 
 
 99
7.5. Discussion 
 
As it appears from the SWOT matrix(es), it is difficult to place the issues that are analysed in the previous 
chapters into a number of boxes due to the fact, that they are so interrelated. Below we therefore aim to 
discuss som of the most important elements from the SWOT. The discussions will also reflect issues, which 
repeatedly came up in our interviews in Lithuania in November 2003, and this section is therefore largely 
based on information received through these. 
 
7.5.1. Internal Factors and Market  
Most of our interviewees are convinced that Lithuania has the right structural conditions for building up a 
strong organic sector and that organic agriculture in general has the potential to play a much more important 
role, than it does now. The Director of the Farmers’ Union in Lithuania believes that the structural 
foundation in it self makes up such an important competitive advantage that it could make Lithuania an 
important actor on the European market for organic food. As it is today, Lithuania has an underdeveloped 
agricultural sector that is far from the intensification level of the industrialised agriculture in Western 
Europe. In these countries, farmers are dependent on a high level of pesticide and fertiliser consumption in 
order to maximise profits, and major capital investments have been undertaken to promote a process of 
rationalisation and intensification. This means that the incentive for a conversion to organic agriculture is 
often very small. However, in Lithuania these problems are not present, which in itself could serve as an 
argument for easy conversion.  
 
There are, however, aspects of the structural foundation in Lithuania that could potentially be devastating to 
the objective of 15 per cent organic agriculture. Among the most serious weaknesses of the internal factors 
are the very low educational level of Lithuanian farmers and the insufficiency of information and training. 
During our interviews in Lithuania it became obvious that these issues were of primary concern in relation to 
the future development of an organic production. The Director of Ekoagros as well as the Director of the 
Tatula Fund, who are both deeply involved in the implementation process of organic farming in Lithuania, 
specifically pointed to the lack of farmers’ education and the general lack of knowledge about organic 
farming as the main barrier in the promotion of organic agriculture. If the farmers do not recognise or believe 
in the potentials of converting to a certified organic holding, the suitability of the structural foundation will 
not be exploited.  
 
The lack of knowledge about the organic management system is not an isolated problem on the supply side 
of the production, as the awareness of organic food among Lithuanian consumers is also insufficient. Many 
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potential organic consumers are simply not aware of the existence of organic agricultural products, and Dr. 
Zemeckis from Institute of Lithuanian Agrarian Economy points to the fact that it is very hard to sell organic 
products in other regions than Vilnius due to the low educational level. Zemeckis adds that a way to 
overcome the barrier of consumer knowledge (besides education) is the introduction of organic products in 
supermarkets followed up by information campaign. 
 
Even though the knowledge of the Lithuanian organic brand is limited, the Director of Ekoagros as well as 
certain studies conclude that the sales of organic products in Lithuania are closer related to health reasons 
than environmental concerns. While it is difficult to assess the validity of such argument without reference to 
consumer surveys, it is noticeable that the objective of organic agriculture (the sales argument) has changed 
from environmental protection to personal health over time. While this might not be a problem in the short-
term, the organic sector could benefit from a long-term marketing strategy that contains a more holistic 
argumentation for the promotion of organic food. One of the reasons for this is, that the health argument on 
its own could be vulnerable to initiatives from the conventional sector as well as “scientific” scepticism 
about the validity of the organic health argument, which in the worst case could have a negative impact on 
the consumers understanding of organic products. On this basis we believe that a sales strategy for organic 
agricultural products should be formulated in a way, which emphasizes the multiple advantages of organic 
farming in relation food safety and cleaner products. 
 
However, if Lithuania is to become an important actor on the European market for organic food, it will be 
necessary to organize the approximately 270.000 farmers most of which are unregistered. The present farm 
structure is not well suited to ‘please’ export markets, since retailers demand large and steady supply in 
homogenous quality. If Lithuania is to use the opportunities provided by the European market as well as the 
comparative advantages of the country, a strategy for cooperation between organic producers must be 
developed. Without such a strategy organic producers will be limited to sell on local markets, where a low or 
no price premium is given for the organic products. 
  
According to the Director of Farmers Union, the Lithuanian history as an occupied republic within the Soviet 
Union and the subsequent forced collectivisation make it difficult to convince farmers that cooperation or 
collectivasion in some form is necessary in order to be competitive. This central barrier must be overcome. 
One of the means could be to communicate the form of cooperative model that is found in some Western 
European countries, such as Denmark. The advantage of this model is that farmers keep their 
‘independence’, but work for a common goal instead of competing for the same small market segments. 
Furthermore such a model will make it easier to set up a processing industry, when supply can be pooled 
from cooperating farmers, and communication is eased. Cooperation in itself is not necessarily the sole 
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formula for success, but it is a basic condition that must be set up in some form if further development in the 
sector is to take place.  
 
7.5.2. The Introduction of Lithuanian Natural Products  
It is difficult to determine whether the introduction of a new label, Lithuanian Natural Products, represents a 
strength or a weakness (potentially a threat) in relation to organic agriculture. The Director of the Tatula 
Fund argues that the standard was developed in order to push the farmers to use better management practices 
and get the benefits from the market (in the shape of better prices and larger demand) rather than relying on 
state support like many organic farmers. It can therefore be seen as an attempt to educate the farmers about 
the potentials of the market and to keep Lithuanian farmers from intensivating production with the use of 
pesticides, when support becomes available through the 1st pillar of the CAP. This will, according to the 
Tatula Fund, in the long run make the conversion to organic agriculture easier. 
 
Furthermore, different organisations have taken initiatives to develop other forms of certification (than the 
national organic standard), and it can be argued that the LNP standard can be a compromise so that there is 
only one standard besides the organic (and the conventional), instead of many. The Tatula Fund estimates 
that most Lithuanian farmers, except for a few intensive ones, could potentially comply with the LNP 
certification requirements, while Dr. Romualdas Zemeckis (Institute of Lithuanian Agrarian Economy) 
suggests that LNP could constitute 10-15 per cent of the total agricultural production in a few years, if the 
EU will support the regulation. However, when we asked Mr. Jasius in the Food Safety and Quality 
Department in the MoA about the issue, he found it unlikely that EU subsidies could be targeted at LNPs. 
Similar attempts with “natural products” had been made in Germany, but this certification system was not 
supported financially, because EU concluded that the certification system could be easily confused with the 
organic label. Therefore, it is unlikely that the LNPs will receive extra support from the EU, despite the focus 
on certain environmental issues. 
 
The criticism of the LNPs is, however, that the standard will destroy organic agriculture, as the requirements 
are too vague. According to Ekoagros, it is a problem that the LNPs are supposedly synonymous with 
‘sustainable agriculture’. “Sustainable” cannot work as criteria for certification, because the notion is not 
easily quantified. While it is obvious that the certification body will have such an opinion, experiences from 
other countries also suggest that the introduction of multiple certification systems can be very problematic, 
since they are likely to confuse consumers. In Germany, multiple organic and non organic certifications have 
been one of most serious barriers for the development of a functioning market and according to Mr. 
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Hedegaard, Production manager at Denmark’s largest organic farm; Svanholm, the Danish success with 
organic production was helped by a clear certification system supported by the state.  
 
In our opinion, the idea behind the LNPs is very good, since it takes into account the specific situation that 
Lithuania is in. The LNPs could extend the current positive environmental situation by avoiding the expected 
modernisation and intensivating. Moreover, some farmers might consider a conversion to organic agriculture 
in the long-term as more EU-support could be expected in this “sector”. However, the overall assessment is 
that LNPs are likely to confuse consumers and damage the short-term development of organic production. In 
addition, the LNPs will be difficult to market, since requirements are not well defined, and therefore not 
easily separated from conventional products. If the LNPs are to be successful, the requirements to the 
Products could be linked to the cross-compliance regulation, which will have to be implemented in 
Lithuania. At the moment, however, this does not seem as a likely outcome considering the lack of will and 
capacity in the Ministry of Agriculture.  
 
7.5.3. Institutional Barriers 
One of the largest weaknesses in relation to the development of an organic sector is the lack of political 
commitment from the Ministry of Agriculture. This became very evident through our interviews, where it 
was made obvious that Lithuania’s strategy for the agricultural (conventional) sector includes a speedy re-
structuring to achieve increased competitiveness on EU markets. The official goal for the Lithuanian 
agricultural sector is to “be competitive and produce to the European market and food storage” (MoA, 2004). 
This way the agricultural strategy has a sole objective of increasing production with little regard to consumer 
demand or environment.  
 
This focus on competitiveness and intensification of the sector is also evident in the 2004-2006 Rural 
Development Plan, where the majority of the budget is spent on the restructuring of the conventional 
agricultural sector; that is, providing investment to agricultural holdings and processing/marketing. 
Diversification of the rural economy and agri-environment receives significantly smaller amounts. Moreover, 
the Ministry of Agriculture has delayed the process of implementing agri-environmental measures, although 
this measure has priority from the EU.  
 
The fact that agri-environmental schemes have not been a main priority in the MoA is also due to a number 
of institutional barriers that exit both in relation to the practical administration of the schemes, but also the 
relationship between the relevant ministries is critical. The organisational capacity for implementing a 
progressive agri-environmental strategy remains weak in the country, with top-down policy styles and no 
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experience of partnership among different players (MoA and MoE). The gravity of the institutional situation 
is (of course) dependent on the person you choose to ask: Officials in the MoA argue that inter-ministerial 
consultation between the ministries does take place, whereas the officials in the MoE note that there is 
insufficient coordination and weak or non-existent joint decision-making and planning, which hinder the 
attempt to integrate agriculture and nature conservation policy. If this situation persists, it will be a chance 
missed to provide alternative incomes to rural populations or to help them maintain current low-input 
farming practices that can benefit the economy and the countryside. 
 
From our interviews it appears that ministerial officials, agricultural experts as well as organic stakeholders 
believe that organic agriculture is to some extent a political priority in Lithuania.  From our examination this 
does, however, not appear to be the case. The goal of reaching 15 per cent organic production in 2010 may 
have been a political priority prior to the EU accession, but in the process of implementing the CAP this goal 
receives very little attention. It seems, that the possibilities to make a thorough modernisation and 
intensification of the agricultural sector through the use of CAP funds have been too “tempting” for the 
policy makers in the Ministry of Agriculture. Instead of using the advantages that the country contains to 
become competitive on the market for organic products, the Ministry has prioritised a competitive strategy 
for conventional production. 
 
In this way, EU priorities undermine national policy priorities. This assessment can be supported by an 
experience in the MoA, where an official did not answer any questions about national strategies and long-
term prospects for the development of the agricultural sector without first referring to official EC agricultural 
policy guidelines. In relation to organic agriculture, this is not exclusively negative, as the CAP (as seen in 
the first chapter) includes a number of 2nd pillar measures that can aim to ensure the development of 
extensive farming methods and positive rural development. At present these measures are, however, not 
strong enough in themselves if no national priorities are given. 
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8. Conclusion 
The reforms of the CAP have reduced the discrimination of extensive agriculture and thereby increased the 
support to organic farming relative to conventional production methods. Still organic farms on average 
receive fewer direct payments per hectare from the 1st pillar of the CAP than comparable conventional farms. 
Only when support from 2nd pillar measures and LFA payments are included, the organic farms averagely 
receive a higher total of support per hectare than conventional farms. Multiple elements of the reforms have 
a potential positive impact on the development of organic farming. In our assessment some of the most 
important are the general decoupling of payments from production, the strengthened 2nd pillar of the CAP, 
the introduction of cross-compliance and the exemption from the mandatory set-aside obligation for organic 
farmers.  
 
It is, however, of the greatest importance to emphasize that government policy plays a vital role in 
stimulating the growth of organic agriculture. It is to a wide extend possible to support organic agriculture 
within the framework of the CAP, but it depends on the political will and list of priorities in each Member 
State. The future trends of the CAP should also be taken into consideration (especially in the new Member 
States) in regards to the national objectives for agricultural development. Many CEEC’s still have a unique 
chance to form an agricultural sector, which take into consideration the increase in relative importance of the 
2nd pillar payments and the gradual dismantle of the 1st pillar. According to our assessment the CAP support 
system will be substantially reduced over time, due to political pressure and the demands of WTO, but this is 
a very long-term prospect. 
 
The European market for organic food supports the development of organic agriculture in terms of a demand, 
which, especially in merging markets, exceeds the supply. The market for organic products, however, is 
relatively small and therefore susceptible to oversupply, which among other things is reflected in the large 
amount of organic products sold as conventional. Moreover, there is no single common and homogenous 
market for organic food as it is today due to differences in the degree of market maturity, which in turn is 
related to the level of government support and national (push/pull) strategies. Some of the most important 
factors in relation to the development of an organic market are retailer interest in organic products, consumer 
recognition of the organic label, and the price premium that consumers are willing to pay. As regards the 
development in CEEC’s other factors of importance are larger supply of organic products, establishment of 
processing industry, and information campaigns. 
 
In the case of Lithuania, the possibility of achieving the 15 per cent certified organic agriculture, depends on 
a complex interaction between a vast number of elements. Internal factors such as the structure of the 
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agricultural sector, a well-established certification system and a limited use of both pesticides and fertilisers 
could be perceived as advantages in relation to a conversion to organic farming. In addition the prices of land 
and labour are low, giving the country a competitive advantage (compared to the EU-15) on the European 
market. However, as noted in the chapter, the present situation is not unambiguously positive as many 
farmers lack education and capital for investments and there is insufficient environmental awareness.   
 
In relation to the market, the supply of imported organic food in the supermarkets indicates a demand for 
such products. However, in general it is our assessment that the awareness about organic food is low, and 
further stimulation of the demand side should be initiated if the market alone should support the development 
of the organic sector. Moreover, it must be noted that although domestic demand should increase, it is 
unlikely that this demand will be strong enough in 2010 to match the supply from a 15 per cent organic 
production. Thus, to achieve this goal it will be necessary to create an export strategy targeting the European 
market. The barriers related to an expansion of organic products to the export markets are related with 
problems reaching supermarkets in Lithuania. In order to supply supermarkets in Lithuania and abroad a 
steady and homogenous production is necessary. In addition, there is a strong need for Lithuanian organic 
farmers to unit in cooperatives, where common goals are set. Thereby their produce can be pooled for 
distribution and processing.  
 
The implementation of the CAP could potentially be used as a very powerful driving force in the 
strengthening of the organic sector. Still it depend very much on government policy makers to prioritise the 
2nd pillar measures that target the development of organic agriculture. Especially the agri-environmental 
schemes should, as the most important measures for organic faming, be of special high priority. Besides from 
forming strong agri-environmental measures, a potential powerful tool would be to use the cross-compliance 
regulation to set standards for Lithuanian agriculture, which are close to the present (low) level of applied 
pesticides and fertilizers. Such a step would potentially encourage the conversion to organic agriculture, and 
help reach the 15 per cent goal. However, this does not seem to be the most likely outcome of the accession 
process, as the Ministry of Agriculture has chosen to aim for a copy of the agricultural model of Western 
European countries. It seems that many policy makers are blinded by the short term benefits of support 
payments pointed at modernisation and intensification of the conventional agricultural sector rather than 
increased environmental integration.  
 
In conclusion, the way in which that Lithuania can achieve the 15 per cent goal, is to use all the positive 
possibilities inherent in the CAP and the market as described above as well as existing internal structures. 
However, the chance of this is at present very slim, since only marginal attention will be paid to organic 
farming after accession. Despite the scale of opportunity after EU accession, the political list of priorities is 
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narrowly focused on competitiveness and industrialisation of the sector leaving the goal of 15 per cent as a 
number, which does not reflect the political reality.  
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9. ”The Broader Perspective” 
 
This thesis has examined the extent to which the Common Agricultural Policy promotes organic agriculture, 
and how the market for these products works within Europe. However, the boundaries for our analysis mean 
that the the fundamental flaws of CAP policy system are not really commented on, and neither are important 
impacts of the CAP on farmers outside Europe as well as the identification of potential markets 
internationally. This chapter will shortly look at these issues.  
 
The Common Agricultural Policy of the European Union is an arbitrary element in the market economy. 
While there might have been good reasons to initiate such a policy, it has long outlived its original purpose – 
to secure food supply in (Western) Europe. One of the clearest signs of the policy failure is the continuing 
overproduction, although farmers are also being paid not to produce through set-aside and to produce less 
through extensification schemes. In economic terms, overproduction is a clear sign of inefficient allocation 
of resources.  
 
The obscurity of the CAP system has made it necessary for the EU countries to export part of their highly 
subsidised produce to countries outside the EU. This means that Third World Countries, which hold a 
competitive advantage in terms of cheaper labour and land cannot benefit from these. The implication is that 
the farmers in these countries are forced to bear the external burden of the market policy in the form of lower 
prices, which limit the development of their own agricultural sector, often the most important economic 
resource of their countries. The future will therefore most likely bring a higher degree of outside pressure for 
continued reform, which should include the reduction of export subsides and great market access. These 
negotiations will probably take place in the WTO headquarters.  
 
In the long perspective, it is therefore relatively safe to predict that (even though the agricultural lobby in 
Europe will cry out loud) the present support system cannot be maintained, and subsidies will have to be cut 
drastically. When such a step is taken it will be very difficult for European farmers to compete on primary 
agricultural products. Therefore, sooner or later the European farmers will have decide, which products or 
services they can/wish to provide for the international market. In this context organic agriculture can be seen 
as part of a new “branding” strategy, where the high quality, environmental friendly and GMO free products 
can be used to differentiate their products from conventional farmers and worlds market products.  
 
Moreover, the European organic production should not exclusively be seen in a European context, as new 
markets are emerging for example in Russia, where environmental and health awareness is increasing with 
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the higher degree of living. This means that for European producers, especially those traditionally linked to 
this market (such as Lithuania), new opportunities will arise. The first evidence of this is already emerging, 
as organic food shops are opening in both Sct. Petersburg and Moscow, indicating that the demand must be 
present. Such market opportunities have not been discussed this thesis, but it is definitely worth looking into 
the further perspectives of exporting to Russia, since this market is very close, and relations still exist 
between the two countries.  
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Appendix A: Summaries of the Conducted Interviews 
 
Algirdas Klimavicius, Head of Special Protected Areas Division, Ministry of Environment. 
 
In Lithuania 11.9 % of the country is designated as special protected areas. These SPAs will be integrated 
into the EU Habitats and Birds Directives in order to implement this. About 50 % of the selected Habitats are 
outside the present SPAs, thus the SPAs will increase to a total of 16-17% of the Lithuanian area, when the 
Directives are fully implemented.   
 
The designation of new SPAs, conflict with agriculture. 50 % of the proposed sites for protected areas are  
agricultural. Often the designation of SPAs means that agriculture has to be restricted in meadow areas, and 
afforresstation must also be restricted. Some legal acts on agriculture made by the MoE restrict the use of 
pesticides and fertilizers. Every landowner has to follow conditions written in ownership paper. The 
inspectorate controls it. In some areas people ask for compensation to undertake these restrictions, but this is 
difficult since it requires much money. The government is not ready for this task yet. Some elements are left 
for voluntary agreements with the farmers, which will also include some form of compensation. MoE is not 
strong economically.  
 
Organic farming is a possibility, but on this issue there has been a delay in Brussels. It could become an 
important measure in the Rural Development plan. The Agri-environmental measure in SAPARD is very 
weak. The cooperation between the MoE and MoA is weak. MoA is not interested in measure 6. The content 
of this measure should be better. The MoA allocates more money to grain and milk production.  
The MoA often disagree with proposals from the MoE. There is a need for establishing working groups, 
sector groups, with the MoA. This is lacking.  
 
Organic production should be a priority, but there are also difficulties getting rural society interested – they 
lack information. NGOs have played a role in pushing for environmental standards. In the USSR, there was a 
lot of pollution, and people were concerned. This was expressed after independence. This push is however 
declining. People are more concerned about health than environment.  
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Darius Liutukas: Less Favoured Area expert. Ministry of Agriculture. 
 
Lithuania is divided into favoured and less favoured areas and farmers in LFAs will be compensated for loss 
of income. In this way farms over 3 ha are maintained. Compensation is just a support – no restrictions 
included. The country is divided into 3 categories of LFA: high, medium and less disadvantaged areas 
according to land productivity in the area. Less disadvantaged areas get 47 EUR/Ha/year. MoA has made 
order in 1991 + measures about ecological stability. 
 
LFA is part of RDP and involves set of requirements such as good ecological condition (cut meadows and 
change object of land purposes). LFAs – 47,8 % of all agricultural land. Only link between organic farming 
and LFAs is that the Karst region is in a LFA, which makes it suited for organic agriculture.  
 
Afforrestation is important measure in RDP – big amounts of land is needed for agriculture – need to 
diversify farming activities. Maybe alternatives to agriculture will become popular (like eco tourism). In 
future organic farming will only be niche – 2-3% maybe. Supermarkets have sections with organic 
agriculture but only rich people can buy them – need for advertising – funding from MoA or NGOs. 
 
EU requirements for LFAs (overall objective): 
Ensure continued use of agricultural land 
Social concerns 
Maintenance of countryside 
Improved environmental conditions acc to good farming practices 
 
All objectives important. Program has just started – no effects yet. SPA are areas which need protection of 
certain species – LFAs are about demographic situation + land use (*productivity). There is a good 
cooperation between MoE and MoA. 
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Rolandas Domeika, Director of Lithuanian Farmers’ Union  
 
Farmer Union consists of the head office in Kaunas and 46 regional offices. 
 
The main goals are:  
- To represent farmers by lobbying government for favourable laws. The organisation has a very close 
relation/ influence on ministry of agriculture. 
- To collect problems from each branch, and seek solutions together with the farmers. 
 
Other important goals are: 
- Educational programs. Many farms are very small, so in order to survive it is important that they unite. This 
is very difficult for the farmers to understand, since they do not like the sound of collective farms, reminding 
them of Soviet times. 
-Farmers Union also provides education in farm related law, which is becoming increasingly important. 
-FU has education in basic farming 
- A new law has been issued, saying that all farmers must obtain a license in order to farm. Very few farmers 
are licensed so far, but FU has a 4-day program with exam making it possible to get the license.  
- FU try to branch farming and market, depending upon regional advances etc. 
 
Internal FU goals are: 
Maintain ourselves as a powerful lobby. Try to increase farmers’ payment of membership. To survive the 
organisation must provide farmers with education and information. At the moment FU has 1 page in a 
newspaper, which is issued every month. They used to have their own newspaper, but it was very difficult to 
spread. The goal is to be able to issue their own newspaper, which is distributed to each farmer. In order to 
do this FU must be better to collect money from their members. FU is at the moment financed through 
different projects. Fx. A Swedish farmers union has paid for some of the FU activities. 
 
Structural developments: 
When the Soviet Union collapsed the collective farming system was ruined and destroyed. The disaster was 
that people simple took/ stole different things. Some took a tractor and others took pieces of land. Thus the 
privatisation process was very chaotic with no form of central control. Today about 70.000 farms are 
registered, but roughly 270.000 farms exist. These unregistered farms tend to be very small (3 hectares on 
average). 
 
The small farmers have no prospects for the future. (unless they unite). The people, who took a lot of land, 
have good chances to become successive, especially with EU per hectare payments underway. Some people, 
who have inherited land from their parents or grandparents, are even starting to farm now, because they see 
money coming from the EU. FU predicts that support for farmers in the first year of EU-membership will be 
about 5 times higher than at present. 
 
Right now about 16 % of the Lithuanian population are employed in the agricultural sector (It is a tradition to 
work in agriculture), while the average in EU is about 4 %. FU predicts that this development will also take 
place in Lithuania, because many of the small farmers will vanish. FU is mainly concerned about agricultural 
turnover and output. 
 
It is likely that membership of the EU can lead to an intensification of the agricultural sector.  
When farmers heard that the EU-regulation was to be implemented they were at first shocked. 
But when they learned more about the rules things calmed down. 
One large group of small farmers don’t even think about the EU-regulation underway. These farmers will be 
threatened to vanish. 
  
Organic farming: 
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It is worthwhile to raise funds for organic agriculture, in order to facilitate the transition period from 
conventional to organic farming. It is difficult for the farmers to pay for inspections in the transition period. 
The clever ones pay, because they know it will pay back in the long run. The big farmers don’t think this 
way, though. They have already intensified their production. People who invest do not necessarily think in 
environment. In his view it is 100% true that Lithuanian farmers can become competitive in organic farming. 
Direct payments can become an advantage for organic farming. 
 
Certification is very important and it is coming. Lithuanian Natural Products is a brand, that they have to 
trust, and this can be used for export. Main priorities for Lithuanian agriculture are; Animal production and 
Organic farming (Nation wide) 
 
Western Investment is not allowed yet. Farmers were at first scared that western farmers will buy land in 
Lithuania, but now things seem to have calmed down. Experiences from fx. Poland has showed that it is 
troublesome for western farmers to farm in a foreign country.  
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Ineta Rutkovaite, Director of the organic certification body; EKOagros. 
 
After a difficult start for certification of organic agriculture in Lithuania, the number of organic farms is now 
increasing relatively fast, even though there are still a lot of problems to be solve. EKOagros is an 
organisation under the Ministry of Agriculture and the Ministry of Health and function as the only 
certification body for organic agriculture in Lithuania. During the first stages of certification, EKOagros was 
under supervision from the Swedish environmental organisation KRAV. Most of the organic certification 
demands are adopted directly from “Scandinavian” standards. IR doesn’t think that the present demands for 
organic agriculture are too strict. 
 
At the moment about 700 farms are certified organic which correspond to about 24000 ha. The financial 
support for organic agriculture has so fare been a national affair, but as Lithuania is becoming a full member 
of EU, the support will mainly come from EU-funds. 
 
The conventional agricultural products are in IR’s opinion having a hard time, because Lithuanian consumer 
demands these years are going towards cleaner production and healthier products. Therefore the certification 
of organic agricultural products can partly be seen as a fulfilment of market demands. 
 
In the light of promotion of organic certification IR see Lithuanian Natural Products as a terrible initiative. 
IR thinks that it is too easy to cheat within this new certification system and that the requirements are too 
vague. As an example IR mentioned that a agricultural product, which has been certified as a Lithuanian 
Natural Product, could contain ingredients that are not certified. This means in IR’s opinion that the 
Lithuanian Natural Products are unusable in the terms of a certification system, even though the idea behind 
Lithuanian Natural Products was good. 
 
LR said that the Ministry of Forestry has claimed that Lithuanian Natural Products are for forestry. There are 
no approvals from MoA. A problem with sustainable agriculture instead of organic agriculture is in IR’s 
opinion that “sustainable” can’t work as a criteria for certification, because the notion can’t be quantified.  
 
In IR’s opinion is organic agriculture (and the certification programme) part of the political agenda in 
Lithuania. This is a consequence of both historical objectives – with old documents about the development of 
organic agriculture – and the relatively new measures in EU context. Still there should be no doubt about the 
necessity for more funding in relation to the certification-project. 
 
One of the largest problems of organic certification is the great deal of bureaucracy, where the documents for 
approval have to run through a lot of different departments. This is not just a Lithuanian problem but also a 
common barrier in most EU-certification. Application for “new” organic farming subsidies needs only two 
documents in Lithuania at the moment. This could be worsened, as Lithuania becomes a full member of EU. 
 
IR believes that the development of organic agriculture has the potential to play a much more important role 
in Lithuania than in the western European countries. Only approximately 100 farms are really intensive in 
Lithuania and that imply much better conditions for organic production. In this context it is in IR’s opinion 
of great importance only to have two production-systems; conventional agriculture and organic agriculture. 
There should be no third way! 
 
IR is convinced that Lithuania has the right conditions for building up a strong organic agricultural 
production. The agricultural structure is good and the demand for organic products in Lithuania is high. One 
thing that should be improved is the education of farmers. Farmers need to have more information about 
organic production. A lot of Lithuanian farmers are afraid of changes and they don’t know, what “organic” 
means. Education and information are in IR’s opinion the main problem in developing the organic 
agriculture. The first step should be an information-campaign and thereafter a greater effort on educational 
programmes. More (new) funds should be targeted towards information and education. As it is now the 
farmers are only offered a very short course in organic agriculture. 
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In IR’s opinion it is possible to use some of the money from RDP and the structural funds on environmental 
measures; among these organic farming. Lithuanian subsidies for organic farming have increased during the 
last years, but it is still necessary to put more money into the project. The present funds should be doubled, if 
the goal of 15% organic agriculture in 2010 should be achieved. This is not an unrealistic option according to 
LR, because the certification programme has very good connections to MoA and MoH. The Tatula 
programme has good connections too. But the aims of LNP are different from the organic agricultural 
certification. 
 
In 1993 9 farms were certified organic. Karst region is no longer leader in certification (approximately no. 4) 
EKOagros cooperate a little with Farmers Union in terms of complains from farmers. Around ¾ of organic 
farmers are organized in Farmers Union, while ¼ are part of GAJA. LR thinks that there is a need for 
common “rules”/”strategy”. 
 
Organic farming in Lithuania is most of all a question of health. Most organic farmers are also going into the 
business because of health concerns.  
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Rovena Budrevicuite, Expert in agri-environmental schemes. Ministry of Agriculture. 
 
RB is an expert in agri-environmental schemes for Rural Development Programme and SAPARD in 
Lithuania and is responsible for the preparation of environmental priorities in Lithuania regarding 
agricultural production. MoA has not yet finished the suggestions for implementation of agri-environmental 
measures in the RDP, but RB presented the newest proposals from the MoA. 
SAPARD’s measure 6 should be adopted as measure 3 in the Lithuanian RDP. 
 
This measure consist of the schemes: 
 
Protection shore belts of surface water bodies  
Management of landscape 
Organic farming scheme 
Rare breeds scheme 
 
RB could not say anything specific about the prioritising of the four schemes and the potential budget for the 
organic farming measure under the RDP is yet unknown.   
 
80 million EUR has been allocated for the Lithuanian implementation of SAPARD’s measure 6, but because 
the schemes do not fulfil all the demands of EU, the budget has been cut down to approximately 50 million 
EUR. The measure will have limited time to work under SAPARD as it is under implementation now (Nov. 
2003), and will become part of the RDP from spring 2004. 
 
Agri-environmental measures are in RB’s opinion one of the less prioritised as regards the general measures 
of SAPARD. The ‘Early retirement’ measure as well as ‘Less favoured areas’ is of higher priority. The 
development of environmental friendly farming in the Karst region should be seen in close relation to less 
favoured areas. 
 
RB believes that the cooperation between MoE and MoA is well functioning and that MoE, among other 
things, is involved in the work related to the implementation of SAPARD.  
 
In RB’s opinion EU funds will result in a more productive and more intensive agricultural sector in 
Lithuania. Still the MoA need guidance and support from EU-15 experts in developing a sound agricultural 
production. As regards future market perspectives and the development of organic farming, RB does not 
have an opinion.  
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Salius Jasius, Deputy Director of the Agriculture and Food department, Ministry of Agriculture 
 
SJ is director of the Food Safety and Quality Department within MoA. He’s responsible for the development 
of organic agriculture, agri-environmental issues and plant protection. 
 
In November 2003 SJ participated in an EU-conference dealing with the future development of organic 
agriculture. In Bulgaria local people are very interested in organic faming and the certification of farmland. 
About 80% of total Bulgarian agricultural land is at the moment suitable for organic farming because of the 
not-existing use of chemicals and pesticides. In SJ’s opinion Bulgaria is facing a lot shorter transition period 
towards organic agriculture than must other EU-countries as a consequence of the extensive land-use.  
 
The conference in Bulgaria was in SJ’s words at a very high level and there was a lot of EU-participators; 
including a commissioner-officials. The EU-commissioner announced that an EU action plan for developing 
organic farming is already prepared and that all of the countries should contribute with inputs. Inputs from 
scientists and farmers are of special interest. SJ hopes that the modified Action Plan will be presented in 
January 2004 – this was the timeline that all countries agreed on. 
  
It is part of the Action Plan to get one common logo to represent all organic farming products from EU, 
within the next 1, 2 or 3 years. SJ believes it is also of great importance that EU now is talking about making 
a clear distinction between three different types of agricultural production; (1) organic, (2) GMO’s and (3) 
conventional. SJ see this as a step in the right direction, but he emphasizes that it is absolutely necessary to 
have guidelines for the use of GMO’s within the organic production. The lack of such guidelines could of 
course raise some problems in regard to transparency from the consumers’ point of view. In SJ’s opinion 
there were no other problems of importance in relation to the Action Plan.  
 
As it seems now there will be no specific common rules for organic agriculture within EU. The rules vary 
from country to country. The goal of 15% organic agricultural production in Lithuania by 2010 is not a clear 
political goal, but more a “scientific” possibility. MoA is going to investigate this possibility by market 
analysis – what are the possibilities for local people to buy organic products? 
 
SJ believes that organic farming in some way is a political priority in Lithuania. A lot of organic crops are 
already selling well, but it is of course difficult to say where the limit of the market is. One part is political 
solutions, but it is also very important to focus at competitiveness in the perspective of organic farming. 
Therefore the market should be investigated. At the moment MoA is working with a timetable that says 
investigations until 2006.  
 
In SJ’s opinion are the conditions for organic agricultural production in Lithuania good. The agricultural 
sector is low developed and the majority of farms are fare from the intensification level in EU-countries. 
This means that Lithuanian soil and water in general have avoided pollution, but especially the central part of 
the country suffers from pollution caused by more intensive practises. SJ doesn’t believe that the already 
intensive farms are going to be certificated organic. Most organic farms will probably arise in West- and East 
Lithuania. It is not possible to say anything about the percentage of suitable organic agricultural land in 
Lithuania – in SJ’s opinion it all depends on the market. 
 
The two main actions supporting development of organic agriculture in Lithuania are investments and direct 
payments. As it is now organic farmers are averagely getting 5% higher support than conventional farmers.  
SJ thinks that the conditions for using the different funds are good. He believes that the payments will 
increase over the next years and refer to a calculation made by MoA, which indicates that the payments for 
2004 will arise with approximately 20%.  
 
In SJ’s opinion is it unlikely that EU subsidies could be targeted towards Lithuanian Natural Products. Two 
years ago Germany had a similar problematic about “natural products” and in this case EU decided only to 
‘support’ certificated organic products because of the confusion of consumers. Presumably EU will allow 
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local branding, but from SJ’s personal point of view could LNP cause some confusion in order to the 
certificated organic products in Lithuania.  
 
SJ believes that it is important that there are arguments behind the compensations. The CAP doesn’t promote 
organic farming directly, but there are opportunities for support within the policy. In this context it is a plus 
that organic certification is not as bureaucratic and complex as for example the cross compliance for 
conventional production.  
 
SJ thinks that organic farming could have a greater role within the Lithuanian RDP. There are agri-
environmental actions in the RDP and there are financial means behind. This should probably lead to a more 
sustainable way of agricultural development. 
 
One thing is the promotion and development of organic farming, but Lithuania also has to deal with specific 
environmental obligations; such as the nitrate-directive. This cost a lot of trouble. Not because of the average 
nitrate load (which is not especially high) but because of the EU classification of most of Lithuania as a 
sensitive area. SJ believes that the agri-environmental measures probably can solve must of these problems 
by taking care of farmers’ management problems. 
 
In EU it is difficult to make common reforms about the agricultural sector (“the streets of Brussels will be 
full”), but in SJ’s opinion it is not a huge problem in Lithuania because of the less intensive agricultural 
production.  SJ believes that Lithuania has the possibility to increase the agricultural production. 
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Dr. Romualdas Zemeckis, Secretary for Recearch, Institute of Lithuanian Agrarian Economy 
 
RZ’s personal role started several years ago. In 1996-97 he was working at University of agriculture where 
he was teaching organic agriculture/ ecological farming methods. Furthermore he has been involved in 
GAJA, where he was a member of board. Later he has worked in MoA in the division for organic 
agriculture. This is where he helped produce the support scheme for organic agriculture + development of 
certification system (which EKOAGROS is now in charge for).  
 
RZ explains that around 10% of the GDP (600.000.000) should be allocated to organic agriculture, but in 
practice it has been far less. In 2001 500.000 litas were spent, in 2002 1.5 mio and in 2003 around 2 mio are 
allocated. RZ tells that main reason for organic agriculture in karst was the fear of ground water pollution 
and in this sense, the karst region can be seen as a model for how to protect the land. The only other 
alternative was to forbid farming. When standards were developed, the organic movement spread to other 
regions but for other reasons that environmental protection – now there is mainly an interest in the market 
and state support.  
 
The Tatula Fund organises trade festivals to promote organic agriculture. Not all members are organic 
farmers, and that creates some tension because the organic farmers fell misled. The Fund does not have a lot 
of funds and the transportation costs to Vilnius are quite expensive, but it is hard to sell the products in other 
regions because the education level is low. This has resulted in a close down of a shop. But now the organic 
products are introduced into the supermarkets as part of a marketing strategy.  
 
There has also been an attempt to export organic caraway to the US, but GAJA was in charge of the 
certification at that time, which meant that the products were not produced under as strict regulation as now. 
There have also been attempts to export to Sweden and DK, but the main problem is quality/quantity as well 
as high transportation costs.  
 
When organic farming started in Lithuania the strategy was to export the products to the rest of the EU 
because the thought was, that the local consumers did not want to pay for these more expensive products. 
However, now RZ thinks that there is a greater need to develop a local/national market before introducing 
them to the EU market in order to see which products are in demand. For organic products KRAV is used as 
certification body, which is good as an export standard, but RZ thinks that the demands are too strict for the 
local market. 
RZ tells that everyone was quite positive about the prospects for organic agriculture in the beginning, but the 
% stayed low for some time and now they are more realistic about the future – only 0,7 % is now organic and 
it will take a long time, before Lithuania becomes a net exporter (they import now).  
 
The has been made a plan for sustainable agriculture which contains a set of requirements for agricultural 
products (no GMO – animal welfare etc.) – but these products are not organic – in between organic and 
conventional! They are called Lithuanian Natural Products and are sold on local markets in order to support 
local economies. The standard was made by the Tatula Fund, and the MoA has approved the scheme, but 
there are many frictions and RZ thinks it will be a long process. 
 
The criticism of the standard is that it will destroy organic agriculture. However RZ points to the fact that not 
all organic products are better quality than LNP. Furthermore there is a feeling that organic agriculture will 
not solve all problems and sustainable products might be the way forward. 
 
When the standard was developed they looked at the requirements for organic farming as well as EU good 
farming practices + effects on health and can be seen as a compromise between these. There are some 
elements of standards close to EU agri-environmental standards but no direct link as it would make the 
standard more complicated. 
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The standard was developed in order to push the farmers to use better practices and get the benefits from the 
market (better prices) rather than the state. It is an attempt to educate the farmers about the potentials of the 
market, which in the long run will make the conversion to organic agriculture  
easier. Furthermore different organisations have taken initiatives to develop other forms of certification and 
it can be argued that this LNP-standard can be a compromise so that there is only one standard instead of 
many. RZ thinks that LNP could be 10-15 % in a few years if EU will support the regulation. 
 
RZ explains that certification of organic products is an expensive process and very bureaucratic, which is not 
necessary. Until now experts have visited the farms to ensure the standard, but in the future farmers will only 
have to declare themselves to become certified and only 5-10% will be checked in order to make certification 
cheaper. It is however very important that the organic products are trusted by the consumers as they pay a 
higher price for these products. 
 
The marketing strategy has been based on information in the newspapers and conferences – it is a moving 
process – if the supermarket introduce the products, it will create interest and thereby a market (and where 
there is a market – there will be supply!) 
 
RZ thinks that knowledge is the largest barrier to conversion to organic agriculture as only good 
conventional farmers will become good organic farmers. The advantage compared to other EU countries is 
the low level of applied pesticide and the cheap labour.  
 
RZ holds that the CAP will stimulate a process of intensification of the Lithuanian agriculture, and that is 
why they try to develop LNP standard to maintain sustainable agriculture. Furthermore they want the market 
to work so the need for state support will be less. EU policy conflicts with society needs – the farmers want 
financial support, but why subsidise products that don’t sell. However lobbyism is strong and the national 
envelope might be used in the wrong way. For instance when the organic support scheme was introduced, 
there was a big resistance from the public and the farmers – but now most people are saying that organic 
agriculture is the future. 
 
Sustainable has several dimensions: social, economic and environmental. Organic products are mainly 
produced for health reasons (nutrition) more than for environmental reasons. In this sense, karst was a good 
start due to the government support, but the model has played out its role. Organic farming was initiated by 
the organic movement, which invested in marketing 
 
In 2001 different sector programmes were introduced and the goal of 15% organic agriculture in 2010 was 
set. Different instruments were created to reach this goal but only a few were actually implemented such as 
the subsidy schemes. Education (training), however, only got little support.  
 
RDP needs new measure (agri-environmental) that focus on organic agriculture as other measures get higher 
priority (such as investments in farming), however problem is that the general public is not interested in 
environment and therefore not political priority. 
 
RZ thinks it would be interesting to find out what creates the push forward: individuals or the 
system/structure?  
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Poul E. Hedegaard.  Production manager at the organic farm Svanholm 
 
The historic barriers for organic agriculture in DK: 
- Creation of a market for the organic products  
- Arrangement with the retailers (FDB) – difficult to convince them not to take “the middle way” 
- Organisation/Coordination of the organic farmers 
- MD Foods big barrier – cannot master organic processing – need for small dairying 
- The political barrier depends on the government in power 
 
The barriers have now been overcome but the retailers tend to rationalise (have fewer products) which means 
that there are fewer people to do business with. Especially the discount chains like Netto market sell a low 
number of organic products. The marketing possibilities are companies like the four Seasons or organic 
public provision of meals. Problem: When there is a price war, the quality products are the first ones to be 
taken off the shelves. Many organic farmers have gone broke (alongside packing departments).It is difficult 
for the organic farmers to rationalise the way conventional farmers do (especially in pig and poultry 
production).  
 
The first regulation made in DK was public control with the production (alongside Ø-mærket and financial 
plans). Historically some scepticism existed about the public financing of the Ø-label due to the fear of 
loosing control. Then organic production spread to the rest of Europe and many organic producers feared that 
as well. Now they fear the EU involvement. P.E. is not so worried, it is the development and possible to use 
both national and EU label (depends on the purchaser if possible in export connection).  
The coming EU campaign is not worth anything for DK but for Lithuanian organic farmers maybe.  
 
Organic farmers cannot utilize the general agricultural support due to the need for frequent rotation of crops 
and if support should be given it should be adjusted. The Danish export started in the mid 90s (vegetables) 
but there is now an export surplus. Austria, Germany and England new big exporters. If organic production 
passes 10% it will make a difference – conventional farmers will have to react to regain market shares - if 
not  it will remain niche production.  
 
The EU system has been locked in terms of keeping the support  for agriculture. The accession countries 
contribute to the dead lock as they need the support for modernisation of their agricultural sectors, which 
lags behind. The environment is a good argument for organic agriculture but central that there is political 
support for reforms. Better not to receive any support. Parliament more progressive than Council of 
Ministers. WTO can become an important player (and the developing world) in terms of reformation of the 
CAP.  
  
Historically it has been idealists who have started the organic movement in DK, but it has been continued 
like a cookbook with min. requirements that have to be followed. It is ok to be market oriented – it is the 
mental change with the farmers, which is the most important.  
 
Stupid idea with the LNPs – IP in DK was promoted in 80s and 90s but the problem is that there are no 
specific limits/requirements for IP. Furthermore you have no sales arguments. It is essential that consumers 
trust the labels. 
 
The problem with organic products is not so much a shorter shelf life, but that the rate of turnover is slower. 
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Almonas Gutkauskas, Director of the Tatula Fund. 
 
Karst is a geological term, and this type of formation is found in many countries. Karst is originally a 
Slovenian word. About 11% of Lithuanian territory is today designated as Special Protected Areas (SPA). 
Most of this area is woodland, but SPAs also includes to arable territories.  
The river region Nemunas. The regulation on this region is mainly centred on urban issues. The region is 
very much influenced by wastewater from Kaunas and Vilnius. 
The Karst region. The many sinkholes in the Karst make very easy access between surface water and 
groundwater. To prevent pollution in this area, agriculture much be very strictly regulated. ( To avoid 
chemicals access to the ground water)  
  
The start of organic agriculture: 
In the 1980s pressure arose to make some sort of regulation of agriculture in the Karst region. Pressure seems 
to have come from scientist being aware of the potential ecological disaster. Regulation was issued in 1987, 
and farmers were awarded with medals and diplomas for good and quick compliance with the regulation. 
 
From 1987 – 93 the Tatula program was established. At that time AG worked in the ministry of agriculture. 
The first two years went by with paperwork. One of the ideas at that time was to restrict all human activity in 
the area. In 1991 the government issued another law, but only one statement was signed – The Tatula 
program. In 1992 the Tatula program becomes valid. AG foresaw that if something was to happen this 
program had to be driven by private initiative. The MoA was too bureaucratic an organisation to make 
anything real happen. At this time AG leaves the ministry and becomes director of the Tatula program. 
In 1993 organic agriculture becomes the formula to solve the environmental problems. Karst is seen as a 
pilot-project, where experiences can be made. Thereafter organic farming can be spread to other regions in 
Lithuania. The Tatula programme initiates the following in order to start organic farming: 
 
- Education seminars. 
- Long-term loans without interest payment. 
- Helps to develop business-plans for the transition from traditional farming to organic farming. 
- Makes a guarantee to sell all organic products. 
- Provides long-terms loans to processing plants. 
 
In 1995 a huge organic market was arranged in Vilnius stadium. The first organic products were sold here. 
Advertisements where made in TV and radio, and it was a success. Today there is a organic market every 
Saturday from 9.00-14.00 in Vilnius. The Tatula program provides free transportation for the products and 
even for the farmers themselves.  
 
In 1996 they started to supply shops with organic products.  
In 1997 the government started direct payments to the farmers per hector organic land.  
From 2002 – 2003 organic farms have doubled and the organic area has tripled. 
2003:  0.7% of the agricultural area is now certified organic.  
 
The Tatula programme is financed by the ministry of agriculture, and thus is very depended upon this 
ministry. Nevertheless they see themselves as a private organisation with freedom to spent their funding as 
they find best.  
 
Most of Lithuanian farmland is suitable for an fairly easy transition to organic farming, except for 
approximately 500 very intensive farms in central Lithuania. The main barrier for organic farming is a lack 
of education and knowledge of organic farming. The Tatula program has educational material that very 
explicit shows the advantages of organic farming. (Conventional farmer crying under a heavy workload, 
while the organic farmer throws dollar bills up in the air, and is compared with lawyers and businessmen.)       
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The official goal of Lithuanian government is to reach 15% organic farming in 2010. ( Status 2003: 0.7%). If 
the goal is reached it will be necessary to export organic products, as he doesn’t think domestic demand is 
high enough. Possible markets: Western Europe, especially England, since they import about 70% of their 
organic products. Another market is Russia, especially Moscow with the many newly rich.  
 
Lithuanian Natural Products (LNP) 
LNP has been established recently, as a reaction to the slow progress with organic farming. XX fears that the 
accession to EU will result in a very drastic intensification of Lithuanian due to the high amounts of funding 
provided to agriculture in general. Thereby Lithuania will ruin the last 15 years of chemical reduction due to 
the collapse of the Soviet Union. The EU also has goals to move toward sustainable agriculture, but the 
process is very slow, and the signals from Brussels are difficult to read. Every time Brussels tries to change 
things the streets of Brussels are filled with tractors and angry farmers. The problem is that Lithuania with 
the help of EU –funding will make the agricultural sector similar to western Europe, where after they will be 
faced with the same problems as western farmers. Eventually EU will also demand some kind of sustainable 
agriculture. 
With LNP the hope is to make a framework, where farmers are motivated not to increase use of chemicals 
even after accession. Thereby Lithuania will have an advantage when EU eventually  requires this type of 
agriculture.   
 
 
Another motivation for LNP is to increase the domestic market for Lithuanian products. After the Soviet 
collapse Lithuania were flooded with western chemically produced agricultural products. Although being an 
highly agricultural region, Lithuanian has at present a net import of agricultural products. With the LNP- 
certification is possible to clearly see that the costumers are buying a Lithuanian product under certain 
regulation. An estimate is that all Lithuanian farmers ( except the 500 intensive ones)  lives up or can very 
easily live up to regulation requirements. With this certification the hope is that Lithuanians will by 
Lithuanian products. XX does not see LNP as an export product. The organic products are much more suited 
for export since they live up to an international recognised set of regulation. LNP for domestic market. 
Organic for export. 
 
The LNP should not be seen as a competitor to organic farming. The whole idea is to keep LNP farmers in 
reserve so that they later can make the transition to organic farming. LNP should be seen as a step on the 
road towards organic farming. At present most farmers are simply not on a sufficient educational level to 
manage organic farming. Therefore it is important to insure that the mass of Lithuanian farmers do not make 
further distance to organic farming by intensifying their production. 
 
Sustainable agriculture has 3 elements; social, health, environment. Organic farming is oriented primarily 
towards environment, secondly health. 
 
Social element: To insure that Lithuanian farmers can survive in the completion from low-priced foreign 
chemically produced agriculture. 
Health element: To provide healthy products to Lithuanians. 
Environment: To protect the environment from extensive chemical use in agriculture. 
 
An example. In Spain 20 pesticides are used, in Poland 5, in Lithuania only 1. (on average). The LPN will 
insure that it stays that way in Lithuania. 
 
Status: The first 4 farms were certified in September 2003, and the first products reached the stores in 
November 2003. 3 Supermarket chains have shown great interest in the idea. 20 farms will be certified soon 
as well as some mills and bakeries, so that the whole process line will be certified. The first products are 
eggs lain by free range chicken. Price example to show the differences in prices between different products: 
Conventional eggs: 3 Litas 
LNP eggs: 4 Litas 
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Organic eggs: 6 Litas 
 
The Karst region is regulated in 4 different ways, depending upon density of sinkholes and landapproximity 
to the sinkholes. The Karst region is therefore divided into 4 zones. 
Zone 3 and 4: are the strictest. Here only organic farming is allowed if you wish to comply with the law. 
Zone 1 and 2: allows restricted use of chemicals. This type of farming can be defined as sustainable 
agriculture, and be certified with LNP.  
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